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DEFENSE SECURITY ASSISTANCE AGENCY

WASHINGTON, DC 20301-2800

10 MAY 1994

Letter of Transmittal

You are encouraged to review the attached Change 6
to the 1 October 1988 SAIMM as it is collated into the
manual in order that changes to current policies and
procedures may be noted.

Many of the refinements in this change started with
questions and comments from you, the manual user. We
continue to encourage suggestions for improving DoD
5105.38-M, and information in Chapter 1, section 10008,
has been expanded to make access easier for your formal
or informal feedback.

Thomas G. Rhame

Attachment UeuteaSnt General, USA
As stated Director
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DOD 5105.38-M

SECURITY ASSISTANCE MANAGEMENT MANUAL (SAMM)

FORMAL CHANGE NO. 6 INCLUDES THE FOLLOWING INFORMATION:

MAJOR CHANGES (by Chapter) are as follows:

CHAPTER 2 Section 202, Paragraph 20202.C.3.e. Inclusion of 1992 air travel
guidance. [Reference SecDef Message 140440Z Oct 92.]

Table 202-1, pages 202-6 through 202-14. Republished United States
Munitions List, dated July 22, 1993.

Section 203, Paragraphs 20301.J., K., and L. New paragraphs
added. Changes to depleted uranium and MANPADS and addition of anti-
personnel landmine guidance.

CHAPTER 6 Table 600-1, pages 600-7 through 600-14. Update of country and
organization information. Table adds Guyana, Czech Republic, and Slovak
Republic as FMS eligible.

Section 603. Updated to include other than MILDEPs (e.g., DLA) among
organizations authorized to sell GFE and GFM.

CHAPTER 7 Section 700, Paragraph 70002. New guidance statement on P&A for
non-standard subsystems.

Section 700, Paragraph 70003.A.2.f. Revised guidance on OT&E
incomplete systems.

Table 700-3, page 700-14. US DoD Letter of Intent. LOI technical
corrections and change to allow use in other than long leadtime item situations
(e.g., to provide a service needed early to allow program to proceed).

Table 700-6, pages 700-17 through 700-30, "Major Defense Equipetent
List." Table has been updated.

Section 701, Paragraph 70105.F. Personnel Protection revision.

Table 701-7, "Sample Terms and Conditions - Personnel Related Costs."
This table has been retitled and revised.

Table 701-8, "Status of Forces Agreements." New table showing those
countries having a formal Status of Forces Agreement with the US.

Table 703-7, page 703-25. Revised Transmittal Letter for the unsigned
LOA.

CHAPTER 8 Paragraph 80105. New guidance statement on warranties.

Section 803. This section has been revised and rewritten providing
updated information regarding the management of Excess Defense Articles.

Change No. 6, 10 May 1994



DOD 5105.38-M

CHAPTER 9 Paragraph 90007. Added guidance statement on cash flow financing.

CHAPTER 10 This training chapter has been revised, reformatted, and rewritten.

CHAPTER 11 Section 1101. This section on use and disposal of MAP materiel has been
rewritten and revised.

CHAPTER 12 Section 1201. Section has been revised and rewritten to include Loans for
Research and Development Purposes under Section 65 of the AECA.

CHAPTER 13 Section 1307, Paragraph 130705.B.4. Requirement for an LOA note
providing the amount of the administrative charge which may be assessed
should the LOA be canceled has been removed.

CHAPTER 14 Section 1401. Numerous changes regarding guidance on Technical Data
Package LOA and Revisioning services.

CHAPTER 15 Section 1504, Paragraphs 150403.G. and 150403.H. have been
added. These paragraphs address SAN software program and electronic mail.

Table 1504-2, "Minimum Specifications for New ADP Equipment."

Updated requirements list.

APPENDIX A General update to abbreviations and acronyms.

APPENDIX F Table F-3, "Transportation Cost Look-Up Table." Updated.

MISCELLANEOUS EDITORIAL CHANGES

This change also includes miscellaneous editorial changes to correct and/or update office symbols,
addresses, telephone numbers, etc.

Table 902-1, "DoD Guaranteed Loan Agreement Issued by the FFB," and Table 902-2,
"ýGuaranty," have been deleted.

Change No. 6, 10 May 1994
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REMOVE AND INSERT
FOR CHANGE 6

The following page changes to DOD 5105.38-M, Security Assistance Management Manual are
effective immediately. The Letter of Transmittal with its accompanying memos indicating major
changes, pages to be removed/added, and the List of Effective Pages should be kept together and
placed at the very front of the SAMM.
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Lines which are fully or partially changed are identified by marginal asterisks (*). If a new
paragraph or subparagraph is added or an existing paragraph or subparagraph is rewritten, the first
line of such paragraph or subparagraph is annotated with a double aterisk (**).
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LIST OF EFFECTIVE PAGES

Date of
t Page Numbers Latest Revision

Foreword .............................. Foreword .................. 2 Jul 90

Table of Contents .......... vii through xviii ....................... 10May94

Chapter 1 .............................. 100-i .................................... Initial
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100-3 ................................... 10 May 94
101-1 ................................... 10 May 94
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F-3 through F-4 ....................... Initial
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DEFENSE SECURITY ASSISTANCE AGENCY

WASHINGTON, DC 20301-2800

0 2 NOV 1992

Letter of Transmittal

It is recommended that the attached Change 5 to the
1 October 1988 SP" be reviewed as it is collated into
the manual. in order that changes to current policies and
procedures may be noted.

Your suggestions for improving DoD 5105.38-M
continue to be welcome. Any recommended changes should
be submitted as shown in Chapter 1, Section 10008.

Teddy G. AMen
Liubuterant General USA

Attachment Drector

As stated



DOD 5105.38-M

SECURITY ASSISTANCE MANAGEMENT MANUAL (SAMM)

FORMAL CHANGE NO. 5 INCLUDES THE FOLLOWING INFORMATION:

MAJOR CHANGES (by Chapter) are as follows:

CHAPTER 6 Table 600-1, pages 600-7 through 600-13. The table has been retitled,
revised, and expanded. The new title is, Country and International
Organization Information. Table 600-1 now contains the following
information: Country/Organization Code, Unified Command Area designator,
Region/Congressional Grouping, AECA FMS eligibility indicator,
Dependable Undertaking authorization indicator, and Defense Transportation
Service authorization indicator. Comoros, Zambia, Estonia, Latvia, Lithuania,
Russia, Ukraine and NAMSA, M60 have been added. [Reference
DSAA/OPS-E msg 101744Z Aug 92, Country Information Changes In The
SAMM.]

Section 603 - Sale of GFE, GFM, and Related Services. A new section.
[Reference DSAA memorandum, 13 Jul 92, 1-02889/92, Proposed SAMM
Change, GFE - GFM Sale.]

CHAPTER 7 Section 700. New U.S. DoD Letter of Intent (LOI) format, LOI Standard
Terms and Conditions and Amendment. [Reference DSAA memorandum
19 Jun 92,1-02862/92, Proposed SAMM Change.]

Section 700, paragraph 70002.C.2.g., page 700-4. Change removes
prohibition on use of Blanket Order LOAs for Excess Defense Articles
(EDA).

Section 700, paragraph 70002.C.3.b., page 700-4. Changes FMSO 11
ordering period.

Section 700, paragraphs 70003.A.2.f (added) and 70003.C.2. (added).
Concerns DSAA and OUSD(A) requirements for LORs regarding any MDE
item that has not completed Operational Testing and Evaluation. [Reference
DSAA memorandum, 14 Jan 92, 1-046229/91, Foreign Military Sales of
Major Defense Systems which Have Not Completed Operational Test and
Evaluation (OT&E) Satisfactory.] Also, DSAA memorandum, 25 Feb 92,
1-00511/92, same subject.

Table 700-6, Major Defense Equipment List (MDEL), updated.

Section 701, Preparation and Processing of LOAs. This section has been
completely rewritten with a new LOA format, LOA Standard Terms and
Conditions, and LOA Information included. (References: DSAA
memorandum, 2 Mar 92, 1-00555/92, Letter of Offer and Acceptance (WOA)
Revision; DSAA memorandum, 2 Apr 92, 1-01571/92, Letter of Offer and
Acceptance Revision; DSAA/OPS-E message 040640Z Apr 92, SAMM
Change, LOA Revision). Additionally, the following memorandum and
messages have been included in this Section: DSAA memorandum 28 Jan 91,
1-001082/91, ROD Processing For Items In Consolidated Shipments,
DSAA/Plans/TO&MD 262147Z Feb 91, 1-001048/91, Review of In-country
Personnel Requirements in FMS Cases, and DSAA/OPS-E message
140446Z Aug 92, Reports of Discrepancy (RODs).
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Section 702, Specialized LOA Lines. Complete rewrite. Adds information
regarding contingency and overseas CAS LOA lines.

CHAPTER 8 Section 801, Acquisition For FMS. Updated FAR and FAR Supplement
references.

Section 802, paragraph 80202, page 802-1. Secondary Item Support.
Clarification. Specifically concerns CLSSAs. (Reference DSAA
memorandum, 19 Jun 92,1- 02862/92, Proposed SAMM Change.)

Section 803, paragraph 80303, page 803-2. EDA Control/Congressional
Notification. Update. [Reference DSAA OPS/E message 242349Z Aug 92,
Surveys For Excess Defense Articles (EDA) Requirements. Ref. SECDEF
USDP Msg DTG 171720Z Apr 92. Subject: Policies For Processing EDAA
Sales and Transfers (Update).]

Section 804. Amendments and Modifications. A complete rewrite. New
Amendment and Modification formats. [Reference DSAA memorandums
2 Mar 92 (1-00555/92) and 2 Apr 92 (1-01571/92) and DSAA message
040640Z Apr 92.] These memoranda and messages, with their subjects, are
also included under Section 701.

CHAPTER 9 Section 902, paragraph 90209, Direct Commercial Purchases. The former
paragraph, 90209.A. 1., FMS Credit Guidelines has been rewritten as Table
902-5A, Guidelines For Foreign Military Financing of Direct Commercial
Contracts. The new Table incorporates numerous changes to the Guidelines.

CHAPTER 11 Section 1100, paragraphs 110001.A.5. and 110001.A.6. Additional MAP
title transfer guidance. (Reference DSAA memorandum, 10 Feb 92,
1-05674191, Proposed SAMM Change)

CHAPTER 12 Section 1200. Leases. Numerous changes.

CHAPTER 15 Section 1504. SA Network. A new section. Reference DISAM message,
301715Z Jan 92, Security Assistance and Communications Network; DSAA
memorandum 4 Feb 92, 1-01109/92, Draft SAMM Guidance Concerning the
Security Assistance (SA) Database and Communications Network System;
and DSAA memorandum, 13 Jul 92, 1-02886/92, Guidance To Be Published
In The SAMM Concerning The Security Assistance (SA) Database and
Communications Network System).

APPENDIX B Glossary of Selected Terms. Rewritten and updated.

NOTES 1. The new LOA referenced in Chapter 7, Section 701, the new LOA
Amendment and the new LOA Modification referenced in Chapter 8, Section
804, and the new LOI and new LOI Amendment referenced in Chapter 7,
Section 700 have all superseded DD Forms 1513, 1513-1, 1513-2 and
DD Forms 2012, 2012-1 and 2012-2. Until such time as the entire SAMM is
updated, it should be understood that current terminology applies wherever the
superseded form numbers appear.
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2. The Security Assistance Accounting Center (SAAC), Denver, Colorado, is
currently referred to as Defense Finance and Accounting Service - Denver
Center/Security Assistance Accounting Center (DFAS-DE/F). This issue of
the SAMM uses the following acronyms when referring to the "Center:"
DFAS, DFAS-DE/F, DFAS-DE/F(SAAC), and SAAC. When the entire
SAMM is updated the acronyms will be standardized.

3. Following is a summary of memorandum and messages included in this
change:

Memorandum/Message DSAA "I" Number

DSAA 28 Jan 91 1-001082/91
DSAA 262147Z Feb 91 1-001048/91
DSAA 14 Jan 92 1-046229/91
DISAM 301715Z Jan 92 none
DSAA 4 Feb 92 1-01109/92
DSAA 10 Feb 92 1-05674/91
DSAA 25 Feb 92 1-00511/92
DSAA 2 Mar 92 1-00555/92
DSAA 2 Apr 92 1-01571/92
DSAA 040640Z Apr 92 none
DSAA 19 Jun 92 1-02862/92
DSAA 13 Jul 92 1-02886/92
DSAA 13 Jul 92 1-02889/92
DSAA 101744Z Aug 92 none
DSAA 140446Z Aug 92 none
DSAA 242349Z Aug 92 none
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REMOVE AND INSERT
FOR CHANGE 5

The following page changes to DOD 5105.38-M, Security Assistance Management Manual are
effective immediately. The Letter of Transmittal with its accompanying memos indicating major
changes, pages to be removed/added, and the List of Effective Pages should be kept together and
placed at the very front of the SAMM.
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vii through xviii vii through xviii

203-3 through 203-4 203-3 through 203-4
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600-i through 600-ii 600-i through 600-ii
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603-1 through 603-4

700-i through 700-ii 700-i through 700-ii
700-1 through 700-4 700-1 through 700-4

700-7 through 700-32 700-7 through 700-30

701-1 through 701-38 701-1 through 701-34

702-1 through 703-1 702-1 through 703-1

800-i through 800-1i 800-i through 800-ii

801-1 through 801-4 801-1 through 801-4

802-1 through 802-4 802-1 through 802-4

802-7 through 802-8 802-7 through 802-8

802-13 through 802-16 802-13 through 802-16
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1002-4 through 1003-1 1002-4 through 1003-1
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Chapter 12 Table of Contents 1200-i through 1200-ii
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Remove Insert

1200-13 through 1200-16 1200-13 through 1200-16

1200-23 through 1200-24 1200-23 through 1200-24

1300-i through 1300-ii 1300-i through 1300-ii

1301-6 through 1301-7 1301-6 through 1301-7

1301-12 through 1301-13 1301-12 through 1301-13

1305-1 through 1305-2 1305-1 through 1305-2

1307-1 through 1307-2 1307-1 through 1307-2

1307-7 through 1307-8 1307-7 through 1307-8

1308-2 through 1308-3 1308-2 through 1308-3

1401-14 through 1401-15 1401-14 through 1401-15

Chapter 15 Table of Contents 1500-i through 1500-ii
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B-1 through B-21 B-1 through B-18

D-i through D-ii D-i through D-ii
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Lines which are fully or partially changed are identified by marginal asterisks (*). If a new
paragraph or subparagraph is added or an existing paragraph or subparagraph is rewritten, the first
line of such paragraph or subparagraph is annotated with a double aterisk (**).
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Chapter 1 .............................. 100-1 through 100-3 ................. Initial
101-1 ................................... Initial

Chapter 2 .............................. 200-1 ................................... Initial
201-1 ................................... Initial
202-1 through 202-2 ................. Initial
202-3 through 202-4 ................. 1 Mar 91
202-5 through 202-6 ................. 2 Mar 92
202-7 through 202-14 ................ 2 Jul 90
203-1 through 203-2 ................. 2 Jul 90
203-3 through 203-4 ................. 2 Nov 92
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Chapter 3 .............................. 300-i through 300-ii .................. 2 Mar 92
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301-1 through 301-2 ................. 2 Mar 92

Chapter 4 .............................. 400-i through 400-ii .................. 2 Mar 92
400-1 through 400-2 ................. 2 Mar 92
401-1 through 401-10 ................ 2 Mar92

Chapter 5 .............................. 500-1 through 500-3 ................. Initial
501-1 through 501-5 ................. Initial
502-1 through 502-2 ................. 2 Jul 90
502-3 through 502-6 ................. 2 Nov 92
503-1 through 503-10 ................ Initial
503-11 through 503-12 .............. 20 Oct 89

Chapter 6 .............................. 600-i through 600-ii .................. 2 Nov 92
600-1 through 600-6 ................. 2 Mar 92
600-7 through 600-14 ................ 2 Nov 92
601-1 through 601-4 ................. 2 Mar92
602-1 through 602-2 ................. Initial
602-3 through 602-4 ................. 20 Oct 89
603-1 through 603-4 ................. 2 Nov 92

Chapter 7 .............................. 700-i through 700-ii .................. 2 Nov 92
700-1 through 700-4 ................. 2 Nov 92
700-5 through 700-6 ................. 1 Mar 91
700-7 through 700-30 ................ 2 Nov 92
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Chapter 12 ............................. 1200-i through 1200-ii ......... 2 Nov 92
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1200-13 through 1200-16 ........... 2 Nov 92
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1200-23 through 1200-24 ........... 2 Nov 92
1201-1 through 1201-2 .............. Initial
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1301-1 ................................. 1 Mar91
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1301-4 through 1301-5 .............. 2 Jul90
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Chapter 14 ............................. 1400-i .................................. 1 Mar91
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Chapter 15 ............................. 1500-i through 1500-ii ............... 2 Nov 92
1500-1 through 1500-4 .............. Initial
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1501-1 through 1501-2 .............. 2 Mar 92
1501-3 through 1501-20 ............. Initial
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1503-1 through 1503-6 .............. Initial
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Appendix B ........................... B- 1 through B- 18 ..................... 2 Nov 92

Appendix C ........................... C-1 through C-3 ...................... 2 Jul 90

Appendix D ........................... D-i though D-ii ........................ 2 Nov 92
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D-3 through D-4 ...................... 2 Mar 92
D-5 through D-8 ...................... 2 Nov 92
D-9 through D-14 ..................... 2 Jul 90
D-15 through D-16 ................... 2 Mar92
D-17 through D-18 ................... 20 Oct 89
D-19 through D-22 ................... Initial
D-23 through D-74 ................... 2 Nov 92

Appendix E ............................ E-i through E-ii ....................... 2 Mar 92
E- 1 through E-20 ..................... 2 Mar 92
E-21 through E-22 .................... 2 Nov92
E-23 through E-24 .................... 2 Mar92

Appendix F ............................ F-i through F-ii ....................... 2 Mar 92
F- I through F-2 ....................... 20 Oct 89
F-3 through F-4 ....................... Initial
F-5 through F-10 ..................... 2 Mar 92
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DEFENSE SECURITY ASSISTANCE AGENCY

WASHINGTON, DC 20301-2600

Letter of Transmittal

Change 4, attached, includes a number of refinements to the

1 October 1988 Security Assistance Management Manual. It is

recommended that the package be reviewed prior to collation into

the manual in order that policy and procedure changes may be

noted. Any comments, questions, or suggestions pe i to tohe

BANI may be submitted as shown in chapter 1, section 10008.

GLENN A. RUDD

Attachment DEPUTY DIRECTOR
As stated
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SECURITY ASSISTANCE MANAGEMENT MANUAL (SAMM)

FORMAL CHANGE NO. 4 INCLUDES THE FOLLOWING INFORMATION:

MAJOR CHANGES (by Chapter) are as follows:

CHAPTER 3 Paragraph 30002.C.12.i., Report to Congress regarding in country
hostility or terrorists acts. A new paragraph.

CHAPTER 4 Paragraph 40102.D.2., "SA AECA Sec 26 Survey Teams," Paragraph
40102.D.3., "Materiel Notices," Paragraph 40103, "Security Assistance
in Wartime." New paragraphs and rewrites.

CHAPTER 5 Paragraph 50203, "Release of Information." Rewritten.

CHAPTER 6 Section 600, "Policy Considerations." Completely rewritten.

Table 600-1, "Foreign Country and International Organizations Eligible to
Purchase Defense Articles and Defense Services Under the Authority of the
AECA." Updated.

CHAPTER 7 Paragraph 70103.H.2.i.(3), "Logistics Conferences for Approved
Program Definition." New paragraph replacing "Logistics Conferences or
Site Surveys."

Paragraph 70103.H.2.w., "Offset Costs." New paragraph.

Table 700-6, "Major Defense Equipment." Updated.

Paragraph 70203.B.8., Costs of Conferences or AECA Sec 26 Survey
Teams. A new paragraph.

CHAPTER 8 Section 802, "Logistics." Rewritten.

Section 803, "Management of Excess Defense Articles." New section.

Paragraph 80401.F., "Pen and Ink Changes." Rewritten.

CHAPTER 11 Paragraph 110105., "Disposal Approval." New paragraph replacing
"Cannibalization and Retention of Map Property."

CHAPTER 12 Table 1200-3. "Sample Lease, General Provisions." New paragraph
inserted in Table as paragraph 16. Existing paragraph 16 and subsequent
paragraphs renumbered.

CHAPTER 13 Paragraph 130702., "Training." New paragraph. Concerns pricing of
"Civilian Unfunded Retirement," "Military Fringe Benefits, .... Maintenance
and Repair."

Paragraph 130705.E., "Asset Use, Tooling Rental or Facility Rental
Charges." New paragraph replacing "Asset Use."
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CHAPTER 14 Paragraph 140107. "Requests for Offset Procurement." Rewritten to
include offset administrative costs.

CHAPTER 15 Paragraph 150104., "Requests for DSAA 1200 System Output Reports."
Rewritten.

APPENDIX A "Abbreviations and Acronyms." Numerous changes. Note the asterisks on
new pages. Some acronyms were deleted.

APPENDIX D "DSAA Information Systems Data Element Dictionary." Numerous changes.
Added Table D-16, "First Position of LOA Designator." Note the asterisks
on new pages.

APPENDIX E Appendix updated. Numerous reports deleted including the following: RCS:
DSAA(Q) 1126, (AR) 1133, (AR) 1135, (Q) 1142, (Q) 1143, (SA) 1144,
(Q) 1145, (M) 1147, (Q) 1148, (Q) 1153, (Q) 1222.

APPENDIX F Table F-3, "Transportation Cost Look-Up Table." Updated.

INDEX DISAM/DIRC has attempted to correct numerous Index errors. Selected
categories and references such as, AECA, Classified Information,
Costs/Pricing, Credit/Loans/Financing, FAA, LOA, MAP, etc., have been
grouped for ease of reference. DISAM solicits your comments/suggestions
regarding the Index. Address: DISAM/DIRC, Wright-Patterson Air Force
Base, Ohio 45433-5000, DSN 785-2994, Commercial (513) 255-2994.
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REMOVE AND INSERT
FOR CHANGE 4

The following page changes to DOD 5105.38-M, Security Assistance Management Manual are
effective immediately. The Letter of Transmittal with its accompanying memos indicating major
changes, pages to be removed/added, and the List of Effective Pages should be kept together and
placed at the very front of the SAMM.

Remove Insert
vii through xvii vii through xviii

202-5 through 202-6 202-5 through 202-6
203-5 through 203-8 203-5 through 203-8

Chapter 3 Table of Contents 300-i through 300-ii

300-5 through 301-1 300-5 through 301-2

Chapter 4 Table of G-.ntents 400-i through 400-ii

400-1 through 400-2 400-1 through 400-2

401-1 through 401-5 401-1 through 401-10

502-3 thrmugh 502-6 502-3 through 502-6

600-i 600-i through 600-ii

600-1 through 601-5 600-1 through 601-4

700-i through 700-ii 700-i through 700-ii

700-3 through 700-4 700-3 through 700-4

700-19 through 701-41 700-19 through 701-38

702-1 through 703-1 702-1 through 703-1

703-26 through 704-7 704-1 through 704-8

800-i 800-i through 800-ii

800-1 through 800-2 800-1 through 800-2

801-7 through 803-1 801-7 through 801-8

802-1 through 802-20

803-1 through 803-4

804-1 through 804-4 804-1 through 804-4

900-3 through 901-1 900-3 through 901-1

902-82 through 902-83 902-82 through 902-83

1000-i through 1000-ii 1000-i through 1000-ii

1001-9 through 1003-1 1001-9 through 1003-1

1 100-i 1 100-i through 1 100-ii

1101-4 through 1101-5 1101-4 through 1101-7
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1200-1 through 1200-2 1200-1 through 1200-2
1200-9 through 1200-10 1200-9 through 1200-10

1200-13 through 1200-14 1200-13 through 1200-14

1200-23 through 1200-24 1200-23 through 1200-24

1300-i through 1300-ii 1300-i through 1300-ii

1301-2 through 1301-3 1301-2 through 1301-3

1301-12 through 1301-13 1301-12 through 1301-13

1307-1 through 1307-10 1307-1 through 1307-10

1400-17 through 1401-3 1400-17 through 1401-3

1401-10 through 1401-11 1401-10 through 1401-11

1401-14 through 1401-25 1401-14 through 1401-25

1501-1 through 1501-2 1501-1 through 1501-2

1503-7 through 1503-8 1503-7 through 1503-8
A-I through A-11 A-I through A-12

B-17 through B-18 B-17 through B-18
D-i through D-ii

D-3 through D-4 D-3 through D-4

D-15 through D-16 D-15 through D-16

D-23 through D-30 D-23 through D-30

D-35 through D-36 D-35 through D-36

D-45 through D-50 D-45 through D-50

D-65 through D-66 D-65 through D-66

D-79 through D-86

E-i through E-ii

E- 1 through E-24 E- 1 through E-24

F-i through F-ii

F-5 through F-9 F-5 through F-10

Index- I through Index- 1I Index- I through Index- 12

Lines which are fully or partially changed are identified by marginal asterisks (*). If a new
paragraph or subparagraph is added or an existing paragraph or subparagraph is rewritten, the first
line of such paragraph or subparagraph is annotated with a double aterisk (**).
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Foreword .............................. Foreword .............................. 2 Jul 90

Table of Contents ..................... vii through xviii ....................... 2 Mar 92

Chapter 1 .............................. 100-1 through 100-3 ................. Initial
101-1 ................................... Initial

Chapter 2 .............................. 200-1 ................................... Initial
201-1 ................................... Initial
202-1 through 202-2 ................. Initial
202-3 through 202-4 ................. 1 Mar 91
202-5 through 202-6 ................. 2 Mar 92
202-7 through 202-14 ................ 2 Jul 90
203-1 through 203-4 ................. 2 Jul90
203-5 through 203-8 ................. 2 Mar 92

Chapter 3 .............................. 300-i through 300-ii .................. 2 Mar 92
300-1 through 300-4 ................. Initial
300-5 through 300-14 ................ 2 Mar92
301-1 through 301-2 ................. 2 Mar 92

Chapter 4 .............................. 400-i through 400-ii .................. 2 Mar 92
400-1 through 400-2 ................. 2 Mar 92
401-1 through 401-10 ................ 2Mar92

Chapter 5 .............................. 500-1 through 500-3 ................. Initial
501-1 through 501-5 ................. Initial
502-1 through 502-2 ................. 2 Jul90
502-3 through 502-6 ................. 2 Mar 92
503-1 through 503-10 ................ Initial
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601-1 through 601-4 ................. 2 Mar92
602-1 through 602-2 ................. Initial
602-3 through 602-4 ................. 20 Oct 89

Chapter 7 .............................. 700-i through 700-ii ................ 2 Mar 92
700-1 through 700-2 2........... 2 Jul 90
700-3 through 700-4 ............ .. 2 Mar 92
700-5 through 700-10 ......- 1 Mar91
700-11 through 700-18 ........ 2 Jul 90
700-19 through 700-32 .............. 2 Mar92
701-1 through 701-38 ................ 2Mar92
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Chapter 7 .............................. 702-1 through 702-3 ................. 2 Mar 92
703-1 ................................... 2 Mar 92
703-2 through 703-25 ................ 1 Mar 91
704-1 through 704-8 ................. 2 Mar 92

Chapter 8 .............................. 800-i through 800-ii .................. 2 Mar 92
800-1 through 800-2 ................. 2 Mar 92
801-1 through 801-2 ................. 2 Jul90
801-3 through 801-4 ................. 20 Oct 89
801-5 through 801-6 ................. 2 Jul90
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802-1 through 802-20 ................ 2 Mar 92
803-1 through 803-4 ................. 2 Mar 92
804-1 through 804-4 ................. 2 Mar 92
804-5 through 804-10 ................ 2 Jul 90
804-11 through 804-12 .............. 1 Mar91

Chapter 9 .............................. 900-i .................................... 1 Mar 91
900-1 through 900-2 ................. Initial
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901-1 ................................... 2 Mar 92
901-2 ................................... 1 Mar 91
902-1 ................................... 1 Mar91
902-2 through 902-3 ................. Initial
902-4 through 902-5 ................. 20 Oct 89
902-6 through 902-7 ................. 1 Mar 91
902-8 through 902-43 ................ 2 Jul 90
902-44 through 902-45 .............. 1 Mar 91
902-46 through 902-61 .............. 2 Jul90
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1004-1 through 1004-4 .............. Initial
1004-5 through 1004-6 .............. 2 Jul90
1004-7 ................................. Initial
1005-1 through 1005-3 .............. Initial
1006-1 through 1006-2 .............. Initial
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Appendix D ........................... D-65 through D-66 .................... 2 Mar 92
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D-79 through D-80 ................... 2 Mar 92
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DEFENSE SECURITY ASSISTANCE AGENCY

WASHINGTON, DC 20301-2600

0 1 MAR 1991

Letter of Transmittal

The attached Change 3 to the 1 October 1988 SAMM
should be reviewed as it is added to the manual in order
that changes to current policies and procedures may be
noted.

Your suggestions for improving the manual continue
to be welcome. Any recommended changes may be submitted
as discussed in Chapter 1, Section 10008.

GLENN A. RUDD
ACTING DIRECTOR

Attachment
As stated
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SECURITY ASSISTANCE MANAGEMENT MANUAL (SAMM)

FORMAL CHANGE NO. 3 INCLUDES THE FOLLOWING INFORMATION:

MAJOR CHANGES (by Chapter) are as follows:

CHAPTER 2 Paragraph 20202.C.3.e., "Air Travel," includes exceptions from normal

travel procedures.

CHAPTER 6 Table 600-2, "Eligible Countries/Organizations," updated.

Section 601, "Contractor Preference for Direct Commercial Sales," major
rewrite.

CHAPTER 7 Paragraph 70002.C.2.d. The scope of a BO or FMSO H LOA will be
determined by the value of funds made available for ordering. The value may
be increased only during the initial 12 month period of the LOA.

Paragraph 70003.B.3.h. Key factors which effect planning data
updated.

Paragraph 70003.D. "Letter of Intent" clarification of requirements and

preparation.

Paragraph 70103.N. Updated MILDEP addresses.

Section 703. "Impact on Current Readiness (Section 118) Report," all
references deleted. This requirement was repealed by P.L. 101-5 10.

CHAPTER 8 Paragraph 80206.B.8.b. "Authorized Transportation Modes" includes
direction for tracing and recording small parcel shipments.

Paragraph 80206.D.12. "Reconstitution of Lost FMS Shipping
Documentation," change of address for Air Force.

Section 804, Clarification of DSAA countersignature requirements for
amendments and modifications.

CHAPTER 9 Section 901, "Eligibility," total rewrite.

Table 902-3. "Loan Agreement," Section 8.4 rewritten to comply with
Section 23(e) of the AECA.

Table 902-3A. "Grant Agreement," Section 7.3 rewritten to comply with
Section 23(e) of the AECA.

CHAPTER 10 Table 1001-1, Notes 10 and 11 contain updated information regarding the
living allowance for guest instructors at USARSA, SCIATIS and IAAFA.
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CHAPTER 13 Paragraph 130104.C.3. "Type of Assistance Codes," Code V: FMSO
111, Source of Supply "S."

Table 1301-2, Number 14, FMSO HI, Source of Supply Code, S.

Table 1304-1, "Financial Annex," new Paragraph 4.

CHAPTER 14 Section 1400, "Special Defense Acquisition Fund," major rewrite.

APPENDIX E Updated references and deleted reports repealed by PL 101-5 10.

APPENDIX F New "Transportation Cost Look-Up Table."

INDEX- Updated.

Change No. 3, 1 March 1991
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The following page changes to DOD 5105.38-M, Security Assistance Management Manual are
effective immediately. The Letter of Transmittal with its accompanying memos indicating major
changes, pages to be removed/added, and the List of Effective Pages should be kept together and
placed at the very front of the SAMM.
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DEFENSE SECURITY ASSISTANCE AGENCY

WASHINGTON, DC 20301-2800

2 July 1990

Letter of Transamittal

Change 2 to the 1 October 1988 SAM(, attached, incorporates
refinements in several important areas. It is recommended that
you review the attachment as you collate it into the manual in
order to be better aware of the changes being included.

Information and guidance within the SANM are never static.
Maintenance of a useful manual is a prerequisite to making U.S.
security assistance as effective as possible. We continue to
welcome suggestions, provided to DSAA as discussed in Chapter 1,
for improving the SAMM.

OHMRLS W. BROWN
LIFAJTEKNT GENERAL USA

"-- Attachment DIRECTOR

as
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SECURITY ASSISTANCE MANAGEMENT MANUAL (SAMM)

FORMAL CHANGE NO. 2 INCLUDES THE FOLLOWING INFORMATION:

MAJOR CHANGES (by Chapter) are as follows:

CHAPTER 2 Paragraph 20202.C.3.e., "Air Travel," new paragraph.

Paragraph 20202.D., "Logistics Support," new paragraph.

Table 202-1, "Part 121--The United States Munitions List," updated.

Paragraph 20301.C., "Transfer," (third party transfer), rewritten (tighter
controls).

CHAPTER 6 Table 600-2, "Eligible Countries/Organizations," updated.

CHAPTER 7 Paragraph 70002., "Background/Definitions." Planning and Review
(P&R) terminology has been eliminated from Chapter 7 and other areas of the
SAMM. Previous references to P&R are now identified as Price and
Availability (P&A). The existing P&A data description has been deleted.
P&A data is now the "old" P&R data. Future FMS customer requests may be
for P&A data (for preliminary planning) or for an LOA.

Paragraph 70002.C.2.d. and 70002.C.3.b. The ordering period of a

"BO or FMSO I LOA will normally be 12 to 36 months.

Paragraph 70003.A.l.e., new paragraph (LOR processing).

Table 700-6, "Major Defense Equipment List," updated.

Paragraph 70103.H.3.a. and Chapter 8 (80101.B.), "Financial
Analysis," rewritten. (Asset Use references deleted.)

Table 701-9, "DD Form 1513," Paragraph W., Block (27), "Terms,"
rewritten. Block (20), "Delivery Term Code," rewritten and expanded.

Section 702, "Program Management Lines." New material. Provides
policy, guidelines, and procedures for the use of program management lines
in LOAs.

CHAPTER 8 Table 802-1, "Potential Sources for Listing of Freight Forwarders."
Formerly Table 802-2. The existing Table 802-1, "Foreign Countries and
International Organizations Authorized Receipt of DLA Excess Property
Listings" has been deleted. Table 802-3 has been renumbered as Table
802-2.

Section 804, "Amendments and Modifications." Total rewrite.
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CHAPTER 9 Paragraph 90006. "Third Party Transfers," new paragraph.

Paragraph 90210, "Offshore Procurement," rewritten and expanded.

CHAPTER 10 Paragraph 100213, "Financing of Student TLA Under an LOA," new
paragraph.

CHAPTER 13 This chapter has numerous changes as noted by asterisks in right-hand margin
of each page. Of particular note are:

Paragraph 130104.B.4., "Waiver of Administrative Charges for NAMSA
FMS Programs," new paragraph.

Paragraph 130104.C.2.a.(7), "FMS Credit (Non-Repayable)," new
Terms of Sale paragraph.

Paragraph 130202.b., "SAO Budget," rewritten (military personnel
costs).

Paragraph 130202.C.1.b.(3).(g)., "Acceleration of Civilian Personnel

Costs," rewritten.

Paragraph 130401.G., "Advance Collection for TL," new paragraph.

Paragraph 130401.H., "Purchaser Request for Payment Schedule
Review," new paragraph.

Paragraph 130602, "Disbursement Documentation," new paragraph.

Paragraph 130705.E., "Asset Use," rewritten.

CHAPTER 14 Paragraph 140109.A.3.e., new paragraph (fair pricing waivers).

CHAPTER 15 Table 1500-1, "Letter of Request Format-Transaction Type Sl." New
paragraph, "Guidelines For LOA Descriptions-FMS 1200 System" added at
end of table.

APPENDIX A Updated.

APPENDIX B Selected topics have been added and/or redefined.

APPENDIX C Updated.

APPENDIX D Updated.

APPENDIX E Updated. Price and Availability Report (RCS: DSAA(Q) 1138) revised.

APPENDIX F Updated.

INDEX Updated.
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The following page changes to DOD 5105.38-M, Security Assistance Management Manual are
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* DEFENSE SECURITY ASSISTANCE AGENCY

WASHINGTON, DC 20301-2800

20 October 1989

Letter of Transmittal

Change 1 to the 1 October 1988 SAMM includes a number of
guidance adjustments which have been published in messages or
other correspondence. It also includes major changes, such as a
revised financial management section, that were coordinated with
the offices which have primary responsibility for the areas
involved. Those who refer to the SAMM frequently may wish to
review the attachments prior to collation into the manual in
order to be better aware of all changes incorporated therein.

Guidance within the SAMM is adjusted continuously. Due to the
necessity to establish a cutoff date in order to stabilize
information for publication, changes with which you are familiar
may not be included. A revision to the Special Defense
Acquisition Fund section, now being coordinated, is one example.
Those changes will be added following final approval and merger
into the publication process.

As legislation, policy, and management processes pertaining
to Security Assistance continue to mature, each person using the
SAMM should consider its accuracy and general utility to be an
integral part of the management of our programs. Suggestions for
improving the manual are welcome and may be provided to DSAA as
discussed in Chapter 1.

CHARLES W. BROWN
UEU'IENANT GENERAL, USA

DIRECTOR
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SECURITY ASSISTANCE MANAGEMENT MANUAL (SAMM)

FORMAL CHANGE NO. 1 INCLUDES THE FOLLOWING INFORMATION:

INTERIM CHANGE INCORPORATED:

Nuumber

88-1 ... add Bolivia to the list of foreign countries and international organizations
authorized receipt of DLA excess property listings ....

DS .A MEMORANDA INCORPORATED:

1-015365/88 Update the Transportation Cost Look-Up Table, Appendix F.

1-017475/88 Sole Source Documentation Procurement in Security Assistance (Append sole
source requests to LOAs by use of a DD Form 1513-2).

MAJOR ADDITIONS/DELETIONS (by Chapter) are as follows:

CHAPTER 5 Singapore added to Table 503-5, "Equivalent Foreign and International Pact
Organization Security Classifications."

CHAPTER 6 Paragraph 60003.D., "Proper Use of Materiel." The existing paragraph has
been rewritten and expanded. The subject concerns the utilization of defense
articles and services acquired through the sale or lease from the United States
and specifically discusses methods of disposal.

Added Paragraph 60203, "Guidelines For Industry Interface with SAOs."
The subject concerns representatives of U.S. industry, recognition of
overlapping DOD and commercial interests, and shows actions which U.S.
commercial marketers may take when working with SAOs.

CHAPTER 7 Table 700-2, "Memo-Subject: Security Assistance Request for MDE."
Table has been revised.

Table 700-6, "Major Defense Equipment List." Table has been revised.

Section 702, "Financial Principals and Procedures," has been reformatted and
relocated to Chapter 13. Table 702-6, "Case Management Line Supporting
Information," was deleted.

CHAPTER 8 Paragraph 80102.C.2, "LOA Amendment," has been rewritten and re-titled,
"LOA Amendment or Modification." The subject concerns sole source
procurement.

Section 803, "Performance Reporting and Case Closure," has been
reformatted and relocated to Chapter 13.

Change No. 1, 20 October 1989
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CHAPTER 9 Chapter 9 now includes three types of financing agreements: a DOD Guaranteed
Loan Agreement Issued by the FFB, a Loan Agreement, and a Grant Agreement
with their required Annexes and Exhibits.

Paragraph 90209, "Direct Commercial Purchases" has been rewritten.

Table 902-3, "DOD Direct Loan Agreement" has been re-tidled "Loan
Agreement" and includes the following: three new paragraphs concerning the
borrower have been added to Section 5, "Covenants"; a major change to Annex
III, "Repayment Procedures;" and a rewrite of Exhibit B, "DSAA Requirements
for Documentation to Support Requests for Advances."

Added Table 902-3A, "Grant Agreement," with multiple Annexes and
Exhibits.

Table 902-5, "DSAA Sample Letter to Supplier Approving Use of FMS Loan
Financing for Direct Commercial Purchases," has been revised.

Table 902-7, "Contractor's Certification and Agreement with DSAA," has
been revised and expanded.

CHAPTER 10 Paragraph 100102.T., "Excessive High Cost Training," has been revised
with a change in the dollar threshold for high cost training.

Table 1003-1, "Invitational Travel Order (ITO)" has been replaced with the
April 1987 version of the form.

CHAPTER 11 Paragraph 110104.B.4., "Packing, Crating, and Handling (PCH) Charges
for Redistributable Property" has been revised.

CHAPTER 13 The tide has been changed from,"Security Assistance Program Administration"
to "Financial Principles and Procedures." The new Chapter 13 includes
information from the former Chapter 13 and former Sections 702 and 803. It
has been organized along lines similar to the DOD 7290.3-M, FMS Financial
Management Manual.

Appendixes A, B,C, and D include a few changes.

Appendix F, "Transportation Cost Look-up Table" has been revised and
updated.

INDEX Index has been reaccomplished.

MISCELLANEOUS ED QfRIAL CHANGES

This change also includes miscellaneous editorial revisions to correct errors resulting from the
reformatting of the previous SAMM.

Change No. 1, 20 October 1989
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DEFENSE SECURITY ASSISTANCE AGENCY

WASHINGTON, DC 20301-2800

1 October 1988
Letter of Transmittal

This Security Assistance Management Manual replaces the April 1984 edition of the SAMM,

including nine changes, which should be destroyed.

The revision differs from the previous edition of the SAMM in three substantial areas:

1. Interim changes, approved since Change 9 was published, have been added.

2. The SAMM has been reformatted to make it easier to locate, and to identify the
location of, information. This includes modification of the previous chapter, section, paragraph,
and table numbering system; figures have been discontinued, previous figures are now tables;
addition of dictionary-style paragraph identification on each page; restructuring the Table of
Contents to show a master Table plus a detailed Table of Contents precoding each chapter, and
expansion of the Index.

3. The Manual has been edited to improve continuity. As examples, the use of
upper and lower case print is now more consistent, the list of acronyms in Appendix A has been
expanded to better correspond with usage in the Manual, and sentence structure has been
standardized.

The SAMM is the primary instrument for dispensing the guidance necessary for
implementation of pertinent United States legislative and foreign policy initiatives. Supplement-
ation of the Manual should be undertaken sparingly, to compensate for unique circumstances
within the supplementing agency, and only after consideration of a change to the SAMM itself.

The Defense Security Assistance Agency will continue to welcome comments to make this
Manual a more useful tool in managing the multi-faceted Security Assistance Program.

CHARLES W. BROWN
Lieutenant General, USA
Director



Synopsis of Policy Changes in the Revised SAMM

The following are the most substantial changes:

Chapter Subject of Change Basis

6 Repair and Replace Program Change 88-04

6 Issuing DOD Stocks Below Reorder Point Change 88-05

6 SAO-Industry SA Relations USDP 131908ZAUG88

6 Non-U.S. Administrative Support Costs USDP 241600ZAPR81

6 Add "Sao Tome and Principe" Pres. Deterination 88-17

7 Retransfer Limitations Change 88-02

7 Administrative Charges (Case Cancellations) MILDEsDLAMSAA

7 Non-Standard Support MILDEPs/DLA/DSAA

7 Rescind Case Management Policy DSAA 1-18975/88

8 MTMC Single POC, Reconstitution of
Lost Shipment Documents Change 87-03

8 Agents' Fees, Saudi Arabia Change 88-06

8 Argentina as Excess Property List Recipient Change 88-07

"- 8 FMS Shipment to Canada DSAA 1-00074/88
8 FMS Case Closure MINDEPs/DSAA

8 Packaging-Marking MILSTD Change Army/DSAA

8 Financing RODs Table MIHDEPs/DSAA

9 FMS Credit, Direct Loan Agreement Table DSAA

10 Complete Revision, (Changes Throughout) MILDEPs/DSAA

11 Disposal of MAP Property DSAA

13 C- 12 Aircraft Management Change 88-03

14 Cooperative Projects Change 88-01

14 Release of Technical Data DSAA 1-01898/88

14 Coproduction Agreements DSAA 1-03586/88

App. F Transportation Cost Look-Up (Table F-3) DSAA 1-04092/87
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FOREWORD *

The Security Assistance Management Manual (SAMM)
provides, in a single volume, information and instructions
needed at all levels within the Department of Defense to carry
out responsibilities of the Secretary of Defense for
administering U.S. Military Assistance and Foreign Military
Sales Programs and related activities. Subjects unique to these
programs are covered in detail; those affecting program
administration, but which are of general application to other
DOD programs, are referenced and summarized if appropriate.
The SAMM has been structured to capitalize on the flow of
security assistance functions and take advantage of the fact
that many of the topics have a natural interrelationship and
corresponding logical interaction.

User suggestion for improvement to the SAMM, both as to
coverage and arrangement, are solicited. Specific suggestions
should be addressed to the Defense Security Assistance Agency
(DSAA), Operations Directorate.

Change No. 2, 2 July 1990
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90006 Third Party Transfers 900-3
90007 Cash Flow Financing 900-3 **

Section 901 - Eligibility 901-1
90101 General " 901-1
90102 Use of Financing 901-1

Section 902 - Process and Procedures 902-1
90201 General 902-1
90202 Congressional Authorization and Appropriations 902-1
90203 Apportionment 902-1
90204 Implementation and Management of Loans 902-1
90205 Issuance of FMS Loans 902-2
90206 Approval of FMS Credit-Financed Purchases 902-3
90207 Commitment of FMS Credit Funds 902-3
90208 Disbursement of FMS Loan Funds 902-4
90209 Direct Commercial Purchases 902-4
90210 Off-Shore Procurement 902-5
90211 Repayments of FMS Loans 902-6

Section 903 - Transportation 903-1
90301 General 903-1
90302 Marine Transportation Waiver Procedures 903-1
"90303 Reports to U.S. Department of Transportation 903-3

Chapter Ten--Training Program Management **

Section 1000 - Introduction and General 1000-1
100001 Basic Guidelines 1000-1
100002 Program Planning and Development 1000-1.
100003 Cross-Service Training 1000-3
100004 DoD Informational Program 1000-3
100005 Extraordinary Expenses 1000-4
100006 Classified Information 1000-4
1000Y7 Minimum Student Age 1000-5
100008 Self-Invited Visits 1000-5
100009 Security Assistance Network Automation Program 1000-5

Section 1001 - International Military Education and Training 1001.1
100101 IMET Areas of Emphasis 1001-1
100102 Objectives 1001-1
100103 Expanded IMET Objectives 1001-1
100104 General Constraints to IMET Funding 1001-1
100105 Specific Policy Constraints Requiring Waiver Approval 1001-2
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100106 Policy and Legal Constraints that Cannot be Waived 1001-3
100107 Required Military Police Training Certification 1001-4
100108 Submitting Requests for IMET Waivers 1001-4
100109 Selection, Utilization, and Monitoring of Trainees 1001-4
100110 Allocations and Reallocations 1001-5
100111 Transportation for IMET Trainees 1001-5
100112 Living Allowances for IMS 1001-6
100113 IMS Baggage and SCIATr Guest Instructor Allowances 1001-8
100114 Medical Costs 1001-9
100115 Assignment of Budget Year Priority Codes 1001-9
100116 Training Analysis Codes 1001-10
100117 Standardized WCNs 1001-10
100118 Fifth Quarter Training 1001-10
100119 Implementation 1001-10
100120 Funding and Financial Considerations 1001-10

Section 1002 - Foreign Military Sales Training 1002-1
100201 AECA Requirements 1002-1
100202 Program Finalization 1002-1
100203 Training Requirements Related to Purchase of Major Equipment 1002-1
100204 Tuition Rates 1002-2
100205 Training at Civilian Institutions or by Contractor 1002-2
100206 Training of Civilians Under FMS 1002-2
100207 Transportation and Travel 1002-2
100208 Living Allowances and Privileges 1002-2

Section 1003 - Specialized Training 1003-1
100301 General 1003-1
100302 English Language Training 1003-1
100303 On-The-Job or Familiarization Training 1003-3
100304 Observer Training 1003-3
100305 Mobile Training Teams 1003-3
100306 Field Training Services 1003-5
100307 Orientation Tours 1003-6
100308 Reciprocal Exchange Training 1003-7

Section 1004 - Student Administration 1004-1
100401 Invitational Travel Orders for IMS, DD Form 2285 1004-1
100402 Security and Classified Items 1004-1
100403 Civilian Commissary and Exchange Privileges 1004-1
100404 Student Medical Screening 1004-1
100405 Uniforms and Personal Clothing 1004-2
100406 Visits to Canada and Mexico 1004-2
100407 Dependents of Students 1004-2
100408 IMS and Dependent Employment 1004-2
100409 Disposition of IMS in Event of Emergency 1004-2
100410 Political Asylum and Temporary Refuge 1004-2
100411 Instructional Course Materials 1004-2
100412 Country Liaison Personnel 1004-3
100413 Leave or Leave Extensions (IMET Only) 1004-3
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Section 1005 - Positions of Prominence Report 1005-1
100501 PPR for Former Students 1005-1
100502 Description of Military Ranks for Reporting Purposes 1005-1
100503 Dewiription of Civilian Ranks for Reporting Purposes 1005-1
100504 Data Format 1005-1
100505 Reporting Period and Tuning 1005-1

Chapter Eleven--Military Assistance Program (MAP)

Section 1100 - Use of MAP Funds to Finance
Foreign Military Sales 1100-1

110001 Grant Aid (MAP) Funding 1100-1

Section 1101 - Use and Disposal of MAP Materiel 1101-1 **
110101 General 1101-1
110102 Legal Limitations and Related Policy Provisions 1101-1
110103 SAO Action 1101-2
110104 MILDEP/Defense Agency Disposal 1101-3
110105 DoS Disposal Approval 1101-4
110106 Packing, Crating, Handling & Transportation 1101-4

Section 1102 - Section 506 Special Authority 1102-1
110201 Purpose 1102-1
110202 Section 506(A) 1102-1
110203 Section 506(B) 1102-2
110204 Section 506(C) 1102-2

Chapter Twelve--Leases and Loans of Defense Articles

Section 1200 - Leases 1200-1
120001 Authority and Purpose 1200-1
120002 Lease Terms and Conditions 1200-2
120003 Coordination 1200-3
120004 Congressional Notification 1200-3
120005 Financial Arrangements 1200-5
120006 Lease Closure 1200-5
120007 Reporting 1200-5
120008 U.S. Navy Ships 1200-6

Section 1201 - Loans of Defense Articles 1201-1 **
120101 Section 503 Loans 1201-1
120102 Loans for Research and Development Purposes 1201-1

Chapter Thirteen--Financial Principles and Procedures

Section 1300 - General 1300-1
130001 Purpose 1300-1

Section 1301 - Legal Background, Responsibilities and Principles 1301-1
130101 Legal Background 1301-1
130102 Full Recovery of Costs 1301-1
130103 Responsibilities 1301-1
130104 Basic Principles 1301-1
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Section 1302 - Budget Authority 1302-1
130201 Budgetary Authority for FMS Orders 1302-1
130202 Sectuity Assistance Budgets 1302-1

Section 1303 - Accounting 1303-1
130301 Financial Administration of the FMS Program 1303-1
130302 Audits and Inspections 1303-1
130303 DSAA Financial Management Review Program 1303-5
130304 C-12 Management 1303-6

Section 1304 - Cash Management 1304-1
130401 Financial Annex to the DD Form 1513 1304-1
130402 Collection of FMS Payments 1304-5
130403 Disbursement Authority for FMS Agreements 1304-6
130404 Accounting for Contractual Progress Payments 1304-7

Section 1305 - Budget Execution 1305-1
130501 Reports 1305-1
130502 Case Reconciliation 1305-1
130503 FMS Case Closure 1305-2
130504 DOD Executive FMS Reconciliation and Case Closure Board 1305-2

Section 1306 - Case Files 1306-1
130601 General FMS Case Files 1306-1
130602 Disbursement Documentation 1306-1

Section 1307 - Pricing of FMS Transactions 1307-1
130701 General 1307-1
130702 Training 1307-1
130703 Articles From Stock 1307-2
130704 Articles From Procurement 1307-3
130705 Authorized Charges 1307-4

Section 1308 - Performance Reporting 1308-1
130801 Performance Reporting/Billing 1308-1
130802 Financing RODs When the USG is Liable. 1308-2
130803 Address of the Central Collection and Billing Office 1308-3

Section 1309 - Delinquent Accounts for FMS Billing 1309-1
130901 Provisions of Financial Annex to LOA 1309-1.
130902 Late Payment Causes 1309-1
130903 SAAC Responsibilities for Collection 1309-1
130904 Further Action on Delinquent Accounts 1309-1
130905 SAAC Holds Accounting Records After

Transfer of Action to State Department 1309-1
130906 Reporting Formats and Frequencies 1309-2
130907 Interest Assessment on Delinquent Debts 1309-2
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Chapter Fourteen--Special Programs and Activities

Section 1400 - Special Defense Acquisition Fund 1400-1
140001 Authority and Purpose 1400-1
140002 Management 1400-1
140003 Funding 1400-2
140004 Overview of Operations 1400-2
140005 Procurement Criteria 1400-3
140006 Program Implementation 1400-4
140007 Sales to the SDAF (Buy-In) 1400-5
140008 Inventory Control and Reporting 1400-6
140009 Pricing Sales From the SDAF (Sell-Out) 1400-6
140010 FMS Sales of SDAF Items 1400-7
140011 SDAF Delivery Reporting 1400-8
140012 Equipment Loans 1400-9
140013 Reporting 1400-9

Section 1401 - Foreign Manufacture of U.S. Defense Equipment 1401-1
140101 Purpose 1401-1
140102 Background and Scope 1401-1
140103 Authority to Negotiate and Sign International Agreements 1401-1
140104 Principles Regarding Coproduction Policy 140 1-2
140105 Security Assistance Coproduction Agreements 1401-4
140106 Cooperative Projects Under the AECA, Section 22 1401-10
140107 Requests for Offset Procurement 1401-14
140108 Release of Technical Data 1401-15 *
140109 Royalty Fee Management 1401-23 *

Chapter Fifteen--DSAA Management Information Systems

Section 1500 - DSAA 1200 Foreign Military Sales (FMS)
System Overview, Guidance, and Data Submission Instructions 1500-1

150001 Purpose 1500-1
150002 Description of the Foreign Military and Construction

Sales Information System 1500-1
150003 Reporting Frequency 1500-2
150004 Data Base Updates 1500-3
150005 Preparation and Submission of Data Input for

The DSAA 1200 System 1500-3

Section 1501 - DSAA 1200 Foreign Military Sales (FMS)
System Output Products 1501-1

150101 Purpose 1501-1
150102 Source of Output Reports 1501-1
150103 Categories of DSAA 1200 System Output Reports 1501-1
150104 Requests for DSAA 1200 System Output Reports 1501-1
150105 DSAA 1200 System Output Reports 1501-1
150106 Abbreviated Titles Used in DSAA 1200 System

Output Products/Reports 1501-4
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Section 1502 - DSAA 1000 Materiel and Training System,
Overview, Data Submission Instructions, and Reports 1502-1

150201 Purpose 1502-1
150202 System Description 1502-1
150203 DSAA 1000 System Reports 1502-1
150204 Data Preparation and Submission 1502-2

Section 1503 - MASL, Overview, Guidance Data Submission
Instructions, and System Output Products 1503-1

150301 Purpose 1503-1
150302 General 1503-1
150303 MASL Content 1503-2
150304 MASL Relationships to DSAA Program Data 1503-7
150305 MASL Distribution 1503-8
150306 Inquiries on MASL Content 1503-8
150307 MASL Data Submission 1503-9
150308 Data Submission Instructions and Formats 1503-9

Section 1504 - SA Network 1504-1
150401 Purpose 1504-1
150402 Definition and Objectives 1504-1
150403 Policies and Procedures 1504-1
150404 Responsibilities 1504-3 **

APPENDIX A - ABBREVIATIONS AND ACRONYMS A-I

APPENDIX B - GLOSSARY OF SELECTED TERMS B-1

APPENDIX C - DOD DIRECTIVES, INSTRUCTIONS,
AND MANUALS C-I

APPENDIX D - DSAA INFORMATION SYSTEMS DATA
ELEMENT DICTIONARY D-I

A. Purpose D-1
B. Description D-1
C. Alphabetic List of Codes with Definitions D-1

Table D-1 - Action Code- 1000 System D-19
Table D-2 - Commitment Code - 1000 System D-21
Table D-3 - Condition Code - 1000 System D-22
Table D-4 - Cost Code - 1000 System D-23.
Table D-5 - Country/Organization Code - Alphabetic D-24
Table D-6 - Footnote Code - MASL D-31
Table D-7 - Generic Codes - All Systems D-33
Table D-8 - MAP Element Code - 1000 System D-58
Table D-9 - Source of Supply Code - 1000 System D-62
Table D-10 - Status Code - 1200 System D-64
Table D- 11 - Type of Assistance Code - 1000 System D-66
Table D-12 - Unit of Issue Code - All Systems D-67
Table D-13 - MILDEP Execution Agency Identifier Codes D-70
Table D-14 - Training Analysis Codes D-75
Table D-15 - Training Program Card Formats D-78
Table D-16 - First Position of LOA Designator D-79
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APPENDIX E - CONGRESSIONAL REPORTS INVENTORY AND
DSAA REPORTS CONTROL SYSTEM E-1

A. Purpose E-1
B. Congressional Reports Inventory E-1
C. DSAA Reports Control System E-1
D. Reporting Instructions E-1

Table E-1 - Price and Availability Report (RCS: DSAA(Q) 1138) E-4
Table E-2 - Report of EDA Sold Under Foreign Military Sales E-5
Table E-3 - Reserved for Future Use E-6
Table E-4 - DSAA Reports Control System E-7
Table E-5 - Instructions for Preparation of DSAA Reports Control Form E-8
Table E-6 - Statutory Reports to Congress Submitted by DOD on

Security Assistance E-10
Table E-7 - Current Reporting Requirements Under DSAA Reports

Control System E-19

APPENDIX F - TRANSPORTATION COST LOOK-UP TABLE F-i
A. Purpose F-1
B. Procedures F-I
C. Transportation Cost Look-Up Table F-2

Table F-1 - CONUS Transportation Costs F-3
Table F-2 - Overseas Transportation Costs F-4
Table F-3 - Transportation Cost Look-Up Table F-5
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CHAPTER ONE

INTRODUCTION TO SECURITY ASSISTANCE

Section 100 - Manual Purpose and Structure 7
10001 PURPOSE. DOD 5105.38-M, SAMM, has been published to establish policies and
procedures required to carry out the management of security assistance in accordance with the FAA
1961, as amended; the AECA, 1976, as amended; and other applicable statutes and directives.

10002 ORGANIZATION. The Manual has been organized to follow the logical steps asso-
ciated with the various processes that occur in security assistance management

A. Major related categories of information are organized by chapter. Categories within each
chapter are refined at the section level. These sections within individual chapters are numbered
sequentially. For example, Chapter 1 contains sections 100 and 101; Chapter 2 contains sections
200, 201, 202, etc.

B. It should be noted that the organization of the chapters is such that closely related topics
are brought under one heading while still retaining the unique, though interrelated, characteristics
addressed in the separate sections of the chapter. Through this arrangement the reader has an
opportunity to review the contrasts and comparisons of each related topic, thereby enhancing the
understanding of each process and its inherent procedures.

10003 CHAPTER IDENTIFICATION SYSTEM.

A. Within a chapter's sections, paragraphs are numbered consecutively with a five or six
digit number consisting of the section number and a two-digit paragraph identifier. For example,
the first paragraph in the first section of Chapter One is numbered 10001, and the next paragraph is
numbered 10002. Similarly, the first paragraph in the next section of Chapter One is numbered
10101. Subparagraphs and subdivisions thereof are identified, in turn as necessary, by upper-case
letters, arabic numerals, lower-case letters, arabic numerals in parentheses, lower-case letters in
parentheses, underlined arabic numerals and underlined lower-case letters. Thus, a subparagraph
might be referred to as subparagraph 1000l.A. 1.a(1)(a)l.a.

B. Page numbers consist of a two-part number. The first part will be the section number
and the second part will be the applicable consecutive arabic numeral (e.g., 100-1, 100-2, etc.). In
the event changes to the Manual require the insertion of a page between two consecutively
numbered pages, decimal suffixes will be used (e.g., 100-1.1, 100-1.2, etc.).

C. Table numbers consist of a two-part number. The first part will be the section number
and the second part will be an arabic number assigned to the table; e.g., Table 100-1 is followed by
Table 100-2, etc.

D. Appendix numbers consist of a two-part number. The first part will be the consecutive
letter of the alphabet and the second part will be the page number (e.g., Appendix A page numbers
will appear as A-1, A-2, A-3, etc.)

10004 APPLICABILITY. The provisions of this Manual apply to OSD, its separate
agencies, the MILDEPs, Unified Commands and their agencies, SAOs, the Organization of the
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Joint Chiefs of Staff (OJCS), and all other Defense agencies (hereinafter referred to collectively as
"DOD Components") engaged in the management or implementation of security assistance.

10005 OBJECTIVES. The general objectives of the Manual are to:

A. Assure full compliance with the legislative authorities of the FAA, AECA, and other
relevant statutes.

B. Provide an organized compilation of related guidance and procedures.
C. Facilitate its use as a practical management tool.
D. Provide a definitive cross-index for ease in its use.
E. Provide cross-references to other applicable directives and regulations, where appropriate.
F. Ensure compliance with all policies, procedures, and management reporting requirements.

10006 BASIC ISSUES AND CHANGES.

A. The Manual, published in a loose-leaf format, is designed to accommodate changes to
policy and procedures with minimum effort.

B. The Defense Security Assistance Agency (DSAA) is responsible for determining and
developing all changes to the Manual. Two types of changes are involved--interim and formal.
Interim changes will be made through a DSAA message (TWX) or memorandum format A formal
change, published as required, will incorporate all applicable interim changes issued during the
immediate preceding period.

C. Formal changes, sequentially numbered and dated, will be made to the extent feasible by
the reissuance, addition or deletion of complete pages. Lines that are being changed will be
indicated by an asterisk (*) in the margins. If a complete rewrite of a paragraph or subparagraph,
or the addition of a new paragraph or subparagraph is involved in the pages reissued, only the first
line of such paragraph or subparagraph will be annotated with a double asterisk (**).

10007 DISTRIBUTION. The Manual and formal changes thereto will be distributed to DOD
activities by the Defense Institute of Security Assistance Management (DISAM/DIR), Wright-
Patterson Air Force Base, Ohio, 45433-5000. Distribution within each MILDEP; i.e., Army,
Navy, and Air Force, will be provided through each MILDEP's publications distribution system.
The respective points of contact are:

Navy: Navy Office of Technology Transfer and
Security Assistance

ATTIN: TrSA-04B2
U.S. Department of the Navy
Washington DC 20360-5000

Army: Department of the Army
Deputy Chief of Staff for Logistics
Security Assistance Policy Coordinating Office
ATTN: DALO-SAA
Rm 3D560, The Pentagon
Washington DC 20310-0512

Air Force: Publication Distribution Center
2800 Eastern Blvd.
Middle River
Baltimore, MD 21220-5000
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Such distribution will be in accordance with addressee lists developed and provided by DSAA
Comptroller, Office of FMS Control and Reports Division, Washington DC, 20301-2800. *
Requests for commercial purchases of the SAMM should be directed to the Defense Institute of
Security Assistance Management, DISAM/DR, 2335 Seventh Street, Wright-Patterson AFB OH *
45433-7803.

10008 INTERPRETATION. RECOMMENDATIONS. AND DEVIATIONS
Requests for clarification or interpretation of, or changes to, the provisions of this Manual should
be submitted through security assistance management channels to DSAA (ATTN: DSAA/OPS-
MGT), Washington DC, 20301-2800; telephone (703) 604-6635/DSN 664-6635; datafax (703) .
604-6541. Any guidance contained in this Manual that appears to be in conflict with other DoD
issuances or governing statutes and regulations should be reported to DSAA/OPS-MGT.
Deviations from the policies presented herein may not be implemented without the explicit prior .
approval of the Director, DSAA. .

10009 EFFECTIVE DATE AND IMPLEMENTATION. The provisions of this Manual
are effective upon date of transmittal.
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Section 101 - Rationale and Scope

10101 PURPOSE. This section summarizes the rationale and scope of the SA program.

10102 RATIONALE FOR SECURITY ASSISTANCE PROGRAM.

A. Security assistance has historically played a prominent role in foreign and defense
policy. The SA Program is an essential complement to the overall US defense effort. When we
direc*_y assist other nations in meeting their defense requirements, we also make a contribution to
our own security.

B. Security assistance represents a most visible aspect of our foreign and defense policy in
that its implementation results in tangible evidence of US interests and presence. Such evidence is
represented by the delivery of defense weapon systems to friendly foreign governments; by the
numbers of international military students in US service schools; by US personnel advising other
governments in increasing their internal defense capabilities; and by providing guidance and
assistance in establishing a practical infrastructure and economic base through which regional
stability can be achieved and maintained.

10103 SA SCOPE.

A. Security assistance, defined in its simplest terms, concerns the transfer of military and
economic assistance through sale, grant, lease, or loan to friendly foreign governments. Transfers
are carried out under the principle that if they are essential to the security and economic well-being
of such governments and international organizations, they are equally vital to the security and
economic well-being of the United States.

B. SA consists of the following major programs:

1. Programs administered by DoD:

a. FMS

b. FMF (FMS and Commercial)

c. MAP

d. IMET

2. Programs administered by the Department of State:

a. ESF

b. PKO

c. Commercial Export Sales licensed under the AECA

10104 IMPLEMENTATION. DoD administers and manages all transactions that involve
the transfer of defense articles and services. In this regard, SA is an integral element of the DoD
mission. The development and execution of the program shall be accorded the same high degree of
attention and efficiency as other DoD programs. To the extent practical, security assistance
requirements shall be integrated with other DoD requirements and implemented through the same
DoD systems, facilities, and procedures.
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CHAPTER TWO

MAJOR STATUTORY AND POLICY PROVISIONS

Section 200 - General

20001 PURPOSE. This chapter highlights the fundamental legal authorities and restrictions
that apply to the components of the overall security assistance program managed by the DOD.

20002 BACKGROUND. MAP and IMET are grant aid programs administered under the
authority of the FAA of 1961, as amended. FMS is made under the authority of the AECA, 1976,
as amended.

A. The Administration annually makes specific requests to Congress for the SA budget and
any legislative amendments necessary to meet changing requirements. The Congress reviews the
Administration's request and then appropriates the funds, and enacts such amendments deemed
appropriate for carrying out the program. Standing authorizations relate to:

1. The sale of defense articles, services, and training (FMS).

2. The sale of design and construction services (FMCS).

3. The extension of direct and guaranteed credit in connection with sales (FMSCR).

4. The lease of defense articles.

5. The transfer of MAP funds to the FMS Trust Fund.

6. The provision of grant training under the IMET Program.

7. The furnishing of defense articles, defense services, and training as grant aid from
DOD resources (FAA Section 506 drawdown).

B. Aproriatitons. Appropriations must be obtained from the Congress for paragraphs
3., 5., and 6. of the above USG-financed program authorizations. Appropriations also are
requested to reimburse DOD for the value of items furnished under FAA Section 506 drawdown.

C. £BA. In the event that the regular foreign aid appropriations are not legislated prior to
the beginning of the fiscal year, essential FMSCR, MAP, and IMET activities are usually carried
out under a CRA which constitutes temporary or stop-gap appropriations made by the Congress.
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Section 201 - Grant Aid

20101 GENERAL. Grant aid is furnished through programs for MAP and IMET.

20102 MAP.

A. General authority and conditions of eligibility appear in Chapter 2 of the FAA.

B. The drawdown program includes furnishing defense articles, defense services, and
training by drawdown of DOD resources under emergency conditions and procedures as set forth
in Section 506, FAA. Procurement is not authorized under this provision. Refer to Chapter 11 for
appropriate details.

C. Except for administrative costs and the close-out of country programs initiated prior to
FY 1982, funded programs are implemented under the provisions of Section 503(a)(3) which
permits the transfer of MAP funds to the countries' FMS trust accounts. Articles, services, and
training acquired with such funds are indistinguishable from other FMS acquisitions and thus are
treate I identically.

2.f.010.3i..MI. The IMET program is operated as a discrete grant aid program under unique
policies and procedures. Refer to Chapter 10 for details.
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Section 202 - FMS

20201 LEGISLATIVE AUTHORITY FOR FMS.

A. AECA. 1976. as amended.

1. Eoligihiliut. No defense articles or defense services may be sold or leased to any
country or international organization under the AECA unless the President finds, in accordance
with Section 3 thereof as amended, that:

a. The furnishing of defense articles and defense services to such country or
international organization will strengthen the security of the U.S. and promote world peace;

b. The country or international organization shall have agreed not to transfer title
of, or possession of, any defense article or related training or other defense service so furnished to
it to anyone not an officer, employee, or agent of that country or international organization, and not
to use or permit the use of such article or related training or other defense service for purposes
other than those for which furnished unless the consent of the President has first been obtained;

c. The country or international organization shall have agreed that it will maintain
the security of such article and will provide substantially the same degree of security protection
afforded to such article by the U.S.; and

d. The country or international organization is otherwise eligible to purchase or
lease defense articles or defense services. The countries or international organizations found
eligible to purchase or lease defense articles or defense services under the Presidential finding are
also subject to other provisions of the AECA.

2. List of Eligible Countries. The curreat list of eligible countries and
international organizations determined by the President is provided in Chapter 6 of this Manual.

3. Presidential Determination. The President must determine the eligibility of the
prospective purchaser on the basis that sales will strengthen U.S. security and promote world
peace [AECA, Sec. 3(a)(1)].

4. Designation of Defense Articles and Services. The terms "defense article"
and "defense service" are defined by AECA, Sec. 47, for purposes generally of the AECA,
including FMS and leases. However, for the purposes of direct commercial exports, the President
is authorized [AECA, Sec. 47(7)] to designate those items which shall be considered defense
articles and defense services, and to promulgate regulations for control of the export and import of
such articles and services. The items so designated shall constitute the United States Munitions
List [AECA, Sec. 38(a)]. Items in categories which are asterisked on this list are considered SME.
A copy of the U.S. munitions list is enclosed at Table 202-1.

5. Secretary of State Approval Authority. The Secretary of State shall be
responsible for determining whether there shall be a sale to a country and the amount thereof,
whether there shall be a lease to a country, and whether there shall be delivery or other
performance under such sale or lease of export to the end that sales, leases, and exports are
integrated with other U.S. activities and that the foreign policy of the U.S. is best served thereby
[AECA, Sec. 2(b)].

6. ArmsC,.nrol. Arms control consequences must be taken into consideration
when evaluating any FMS sale [FAA, Sec. 511; AECA, Sec. 38(a)(2); AECA, Sec. 42(a)(3)].
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Decisions to issue licenses or approve sales under the Arms Export Control Act or to furnish
military assistance under the FAA of 1961, as amended, shall be made in coordination with the
Director of the Arms Control and Disarmament Agency and shall take into account the Director's
opinion on the extent to which such exports, sales, or assistance will contribute to an arms race,
increase the possibility of outbreak or escalation of conflict, or prejudice the development of
bilateral or multilateral arms control arrangements.

7. Atomic Energy Act and Major Ship Transfers. Provisions of the Atomic
Energy Act of 1954, as amended, and title 10 USC 7307 requiring separate legislation for major
ship transfers are unaffected by the AECA, Sec. 44. (See Paragraph 20302 of this chapter for
futher discussion.)

8. Sources of Sales Materiel. Defense articles or services may be sold from the
stocks of the DOD, or the DOD may enter into contracts for procurement of defense articles or
defense services for sale to eligible foreign countries or international organizations (AECA, Secs.
21 and 22).

9. Use of FMS Credit Funds for Procurement Outside United States.
FMS credit funds may be used for procurement outside the U.S. only if the President determines
that such procurement will not result in adverse effects upon the U.S. economy or the industrial
mobilization base [AECA Sec. 42(c)]. Prior consultations with DSAA and with the Departments
of State and Treasury are required.

10. Termination Due to Unnecessary Military Expenditures. Further sales,
credits, and guaranties shall be terminated to any economically less developed country which
diverts econoiic aid, or its own resources to unnecessary military expenditures, to a degree which
materially interferes with its development (AECA, Sec. 35). Existing sales, credits, and guaranties
need not be terminated.

11. Prohibition Against Discrimination. Intimidation or Harassment. No
sales will be made and no credits or guaranties extended to, or for any country whose laws,
regulations, official policies, or governmental practices prevent any person from participating in the
furnishing of defense articles or defense services on the basis of race, religion, national origin, or
sex. No sales will be made and no credits or guaranties extended to any country determined to be
engaged in a consistent pattern of acts of intimidation or harassment directed against individilals in
the U.S. (AECA, Secs. 5 and 6).

20202 POLICIES.

A. gnerJal.

1. Basic Sales Policy. In Chapter 1, Section 1 of the AECA, the Congress:

a. Recognized the increasing cost and complexity of defense equipment and the
continued need for international defense cooperation to maintain peace and security;

b. Established the policy that sales will facilitate the common defense by entering
into international arrangements with friendly countries on projects of cooperative exchange of data,
research, development, production, procurement, and logistics support to achieve national defense
requirements and objectives of mutual concern;

c. Declared that the AECA authorizes sales that further U.S. security objectives to
friendly countries to equip their forces with due regard to the impact of sales on social and
economic development and on arms races; and

202-2



20202.A. l.d. DOD 5105.38-M

d. Declared the sense of the Congress that all such sales be approved only when
they are consistent with US foreign policy interests.

B. Materiel Transfer Poliey.

1. Use of FAR and DoD FAR Sunpiement. When procuring for a foreign
government, DoD will apply the same contract clauses and contract administration as it would use
in procuring for itself, except where deviations are authorized in the DoD FAR Supplement. If a
sole source procurement requested by a foreign government appears to be motivated by objectives
in conflict with this requirement or with any US legislation, the request must be forwarded to the
DSAA, which may forward the request to the Department of State for consideration. No LOA in
such cases will be issued without approval of the Director, DSAA.

2. FMCS. In addition to sales of defense items and defense services, the DoD may
sell design and construction services to eligible foreign countries or international organizations
(AECA, Sec. 29). Such sales are treated as AECA sales, but in a separate category from FMS.

3. Proner Use of Materiel. Consistent with its resources and the situation
prevailing in country, the designated US SAO is responsible for supervising and reporting on the
utilization by the foreign country of defense articles and services acquired through FMS or leased
to the recipient by the DoD.

4. Diversion of Materiel. DoD policy calls for a determination to be made that the
sale of a defense item will not degrade US defense efforts by taking needed equipment from US
stocks (withdrawals), or by disrupting deliveries of critical items from production for US forces
(diversions), unless security or foreign policy requirements are such that sale of the item is in the
overall US national interest.

5. In.uranc. Purchasers will self-insure FMS shipments or obtain commercial
insurance without any right of subrogation of any claim against the United States. In extraordinary
situations, and upon specific request by the Purchaser and receipt of written authorization from the
Purchaser for the designated departmental procurement activity to act as the agent of the Purchaser
to obtain pricing quotes and, if necessary, procure the insurance required, insurance may be
obtained by the IA and billed as a separate LOA line item. For FMS cases already implemented, ,
authorized insurance coverage can be added by amendment. Whenever an IA does provide these
services to a purchasing country or organization, it should obtain insurance from a US insurance
firm if possible, and in any event it should point out that this is an exceptional arrangement, and
should encourage and assist the Purchaser to make its own arrangements for insurance for
subsequent cases.

6. Delivery Commitments. The availability data set forth in FMS cases which
have been properly accepted and funded by the purchasing country or international organization
constitute commitments by the US. Fulfillment of these commitments is an important measure of
the good faith of the US in dealing with its friends and allies. Accordingly, all DoD components
shall assure that FMS delivery commitments are fully coordinated, and that the material conforms
to the standards on the LOA, and can be delivered in the agreed time period. Cases where
proposed sales involve the delivery of major equipment which is in relatively short supply, or in
less than procurement lead time, or which the IA determines to be in conflict with US *
requirements, shall be referred promptly to the DSAA. In this matter, early awareness of foreign
requirements which generate production or delivery conflicts will enable DoD to establish the most
favorably attainable delivery schedule.
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7. Materiel Standards. It is DoD policy that defense articles offered and sold to
foreign governments and international organizations should reflect favorably upon the United
States. Therefore, defense articles offered and sold under FMS will normally be new or unused,
or as a result of rehabilitation, possess original appearance insofar as possible, and, as a minimum,
have serviceability standards prescribed for issue to US forces. If the customer country desires
exclusively new end items of equipment, this requirement will be stated in the LOA. If the
customer desires to purchase "as is/where is," this will also be stated in the LOA.

8. Procurement in Foreign Countries. Unless dictated by overriding logistics
considerations approved by the SecDef, the DoD will not enter into sales arrangements which entail
commitments for DoD procurement in foreign countries.

C. Financial Management.

1. Recovery of Cost. The FMS program must be managed at no cost to the USG
(with certain exceptions specifically covered by law), while insuring prompt and complete service
to the customer. This requires a thorough understanding of procedures for pricing items or
services furnished, administering FMS cases, and reporting of deliveries of materiel or services.
The LOA agreement makes it mandatory for the Purchaser to pay for the full value of the
transaction, regardless of terms of sale specified for the individual case.

2. Payment in US Dollars. Sales may be made under FMS only if the eligible
Purchaser agrees to pay in US dollars (AECA Secs 21 and 22). Payment in kind (barter) is
authorized by Section 21(h) AECA under the limited circumstances specified therein.

3. Credits.

a. Use of Credit for Essential Items. Credit and credit guaraaties under the
AECA will be used only to assist countries in acquiring essential items which cannot reasonably be
financed by other means and normally will be used only to finance investment requirements.

b. Use of Concessionary Credit Terms. Concessionary credit terms (i.e.,
interest rates less than cost of money to the USG) will be granted only when determined by the
President (Sec 23, AECA).

c. Reoavment of Credit. FMS credits must be repaid in US dollars within 12
years after the loan agreement has been signed on behalf of the USG (Sec 23, AECA), unless
otherwise provided for by US law.

d. Use of Credit Payments. Cash received from FMS and from repayments
of FMS credits shall not be used for financing new credits or guaranties (Sec 37, AECA).

e. Commercial Air Travel. US military and DoD civilian officials and **
employees who travel to and from a foreign country on SA business, whether the travel is financed
by FMS administrative or case funds, must use the same commercial air carrier, class of service,
and routing that the transportation officer requires of other DoD travelers. Waivers from the
normal travel procedures shall be granted SA travelers on the same basis and in the same manner as
provided for DoD personnel traveling on regular defense business.
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4. Financing of Sales.

a. US Guaranties. Financing by any individual, corporation, partnership, or
other judicial entity doing business in the US (excluding USG agencies other than the Federal
Financing Bank) may be guaranteed by the USG if such financing is in connection with FMS or
FMCS or direct commercial sales of defense items. Fees shall be charged for such guaranties
(Sec 24, AECA).

b. Exnort-ImDort Bank. Export-Import Bank financing of sales of defense
items to economically less developed countries is prohibited (Sec 32, AECA).

D. Logistics Sunport.

1. DoD considers the support of US origin defense articles to be critical to the success
of the SA Program.

2. Systems in use with US forces will be supported through the normal DoD *
procurement system (also see Section 802).

3. When a system is to be phased out of the DoD inventory, countries which have
acquired the system under FMS will be given the opportunity to determine support item
requirements and to place final orders designed to maintain the capabilities of the system through
the remainder of its se' ice life. These orders will be consolidated to ensure the most economical
final buys (also see Section 80205).

4. DoD will take reasonable steps to support systems which are not used by US forces.
This policy may also apply to items which were never adopted by US forces.

a. Support should be provided for these items when mutually satisfactory
arrangements can be made with the country involved and supply sources are available.

b. Support items which continue to be stocked, stored, and issued due to common
application with end items remaining in use should continue to be routinely provided even though
supported end items may have been acquired commercially or system support buyout has been
completed.

c. As an exception to policy, special efforts should be made to support non-
standard items, whether acquired commercially or through FMS, when circumstances dictate these
efforts in order to best service US interests (also see Paragraph 70002.C.4).
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TABLE 202-1 **
Part 121 -- The United States Munitions List

[Extracted from Amendments to the International Traffic in Arms Regulations (ITAR) printed in
22 Code Federal Regulations (CFR) Part 120, et al, by DoS, July 1993. Further details can be
found in the CFR.]

Enumeration of Articles (c) Certain items in the following list are placed
in brackets. The brackets mean that the item is (1)

Sec. scheduled to be moved to the licensing jurisdiction of
121.1 General. The United States Munitions List the Department of Commerce upon establishment of a
121.2 Interpretations of the United States foreign policy control or (2) in the case of spacecraft

Munitions List and the Missile Technology and related equipment, the item is under review by an
Control Regime Annex. interagency space technical working group. The

121.3 Aircraft and related articles, interagency review will result in a recommendation as
121.4 Amphibious vehicles, to whether an item should be moved to the jurisdiction
121.5 Apparatus and devices under Category of the Department of Commerce or to USML category

IV(c). XV which was established for that purpose.
121.6 Cartridge and shell casings. (d) Missile Technology Control Regime Annex
121.7 Chemical agents. (MTCR). Certain defense articles and services are
121.8 End-items, components, accessories, identified in § 121.16 as being on the list of MTCR

attachments, parts, firmware, software and Annex items on the United States Munitions List.
systems. These are articles as specified in § 120.29 of this

121.9 Firearms. subchapter and appear on the list at §121.16
121.10 Forgings. castings and machined bodies.
121.11 Military demolition blocks and blasting Category I --Firearms

caps.
121.12 Military explosives. *(a) Nonautomatic, semi-automatic and fully
121.13 Military fuel thickeners. automatic firearms to caliber .50 inclusive, and all
121.14 Propellants. components and parts for such firearms. (See 9121.9
121.15 Vessels of war and special naval equipment. and If 123.16--123.19 of this subchapter.)
121.16 Missile Technology Control Regime Annex. (b) Riflescopes manufactured to military

Authority: Sec.2, 38, and 71, Pub.L. 90-629, 90 specifications, and specifically designed or modified -•

Stat. 744 (22 U.S.C. 2752, 2778, 2797); E.O. 11958, components therefor; firearm silencers and
42 FR 4311; 3 CFR 1977 Comp. p. 79; U.S.C. 2658. suppressors, including flash suppressors.

*(c) Insurgency-counterinsurgency type firearms
ENUMERATION OF ARTICLES or other weapons having a special military application

9121.1 General. The United States munitions list. (e.g. close assault weapons systems) regardless of
(a) The following articles services and related caliber and all components and parts therefor.

technical data are designated as defense articles and (d) Technical data (as defined in § 120.21 of ihis
defense services pursuant to sections 38 and 47(7) of subchapter) and defense services (as defined in §
the Arms Control Act (22 U.S.C. 2778 and 2794(7)). 120.8 of this subchapter) directly related to the defense
Changes in designations will be published in the articles enumerated in paragraphs (a) through (c) of
Federal Register. Information and clarifications on this category. ( See 9 125.4 of this subchapter for
whether specific items are defense articles and exemptions.) Technical data directly related to the
services under this subchapter may appear periodically manufacture or production of any defense articles
in the Defense Trade News published by the Center enumerated elsewhere in this category that are
for Defense Trade. designated as Significant Military Equipment (SME)

(b) Significant military equipment: An asterisk shall itself be designated SME.
precedes certain defense articles in the following list.
The asterisk means that the article is deemed to be Category H--Artillery Projectors
"significant military equipment" to the extent specified
in 9120.19. The asterisk is placed as a ccnvenience to *(a) Guns over caliber .50, howitzers, mortars,
help identify such articles, and recoilless rifles..

[Note.- "Significant military equipment" means articles for which special export controls are warranted because of
their capacity for substantial military utility.)

TABLE 202-1. The United States Munitions List.

202-6 Change No. 6, 10 May 94



DOD 5105.38-M

*(b) Military flarnethrowers and projectors. *(d) Missile and space launch vehicle
(c) Components, parts, accessories and powerplants.

attachments for the articles in paragraph (a) and (b) of *(e) Military explosive excavating devices.
this category, including but not limited to mounts and *(f) Ablative materials fabricated or semi-
carriages for these articles, fabricated from advanced composites (e.g., silica,

(d) Technical data (as defined in 120.21 of this graphite, carbon, carbon/carbon, and boron filaments)
subchapter) and defense services (as defined in I for the articles in this category that are derived directly
120.8 of this subchapter) directly related to the defense from or specifically developed or modified for defense
articles enumerated in paragraphs (a) through (c) of articles.
this category. (See § 125.4 of this subchapter for *(g) Non/nuclear warheads for rockets and
exemptions.) Technical data directly related to the guided missiles.
manufacture or production of any defense articles (h) All specifically designed or modified
enumerated elsewhere in this category that are components, parts, accessories, attachments, and
designated as Significant Military Equipment (SME) associated equipment for the articles in this category.
shall itself be designated SME. (i) Technical data (as defined in § 120.21 of this

subchapter) and defense services (as defined in I
Category lIl-Ammunition 120.8 of this subchapter) directly related to the defense

articles enumerated in paragraphs (a) through (h) of
*(a) Ammunition for the arnis in Categories I this category. (See 1 125.4 of this subchapter for

and I of this section. (See 1121.6.) exemptions.) Technical data directly related to the
(b) Components, parts, accessories, and manufacture or production of any defense articles

attachments for articles in paragraph (a) of this enumerated elsewhere in this category that are
category, including but not limited to cartridge cases, designated as Significant Military Equipment (SME)
powder bags, bullets, jackets, cores, shells (excluding shall itself be designated SME.
shotgun shells), projectiles, boosters, fuzes and
components therefor, primers, and other detonating Category V --Explosives, Propellants, Incendiary
devices for such ammunition. (See § 121.6.) Agents, and Their Constituents

(c) Ammunition belting and linking machines.
*(d) Ammunition manufacturing machines and *(a) Military explosives. (See § 121.12)

ammunition loading machines (except handloading *(b) Military fuel thickeners. (See § 121.13)
ones). (c) Propellants for the articles in Categories IH

(e) Technical data (as defined in § 120.21 of this and IV of this section. (See § 121.14)
subchapter) and defense services (as defined in I (d) Military pyrotechnics, except pyrotechnic
120.8 of this subchapter) directly related to the defense material having dual military and commercial use.
articles enumerated in paragraphs (a) through (d) of (e) All components specifically formulated for
this category. (See 1 125.4 of this subchapter for the articles in this category.
exceptions.) Technical data directly related to the (f) Technical data (as defined in § 120.21 of this
manufacture or production of any defense article subchapter) and defense services (as defined in §
enumerated elsewhere in this category that are 120.8 of this subchapter) directly related to the defense
designated as Significant Military Equipment (SME) articles enumerated in paragraphs (a) through (e) of
shall itself be designated SME. this category. (See § 125.4 of this subchapter for.

exemptions.) Technical data directly related to the
Category IV--Launch Vehicles, Guided Missiles, manufacture or production of any defense articles
Ballistk Missiles, Rockets, Torpedoes, Bombs and enumerated elsewhere in this category that are
Mines designated as Significant Military Equipment (SME)

shall itself be designated SME.
*(a) Rockets (including but not limited to

meteorological and other sounding rockets), bombs, Category VI --Vessels of War and Special Naval
grenades, torpedoes, depth charges, land and naval Equipment
mines, as well as launchers for such defense articles,
and demolition blocks and blasting caps. (See § *(a) Warships, amphibious warfare vessels.
121.11.) landing craft, mine warfare vessels, patrol vessels,

*(b) Launch vehicles and missile and antimissile auxiliary vessels and service craft, experimental types
systems including but not limited to guided, tactical of navy ships and any vessels specifically designed or
and strategic missiles, launchers, and systems. modified for military purposes. (See § 121.15.)

(c) Apparatus, devices, and materials for the *(b) Turrets and gun mounts, arresting gear,
handling, control, activation, monitoring, detection, special weapons systems, protective systems,
protection, discharge, or detonation of the articles in submarine storage batteries, catapults and other
paragraphs (a) and (b) of this category. (See 1121.5.) components, parts, attachments, and accessories

TABLE 202-1. [Continued]
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specifically designed or modified for combatant exemptions.) Technical data directly related to the
vessels, manufacture or production of any defense articles

(c) Mine sweeping equipment, components, enumerated elsewhere in this category that are
parts, attachments and accessories specifically designated as Significant Military Equipment (SME)
designed or modified therefor. shall itself be designated SME.

(d) Harbor entrance detector devices, (magnetic,
pressure, and acoustic ones) and controls and Category VIIl--Alrcraft, [Spacecraft) and
components therefor. Associated Equipment

*(e) Naval nuclear propulsion plants, their land
prototypes, and special facilities for their construction, *(a) Aircraft, including but not limited to
support, and maintenance. This includes any helicopters, non-expansive balloons, drones, and
machinery, device, component, or equipment lighter-than-air aircraft, which are specifically
specifically developed, designed or modified for use in designed, modified. or equipped for military purposes.
such plants or facilities. (See 1 123.21 of this This includes but is not limited to the following
subchapter) military purposes: Gunnery, bombing, rocket or

(f) All specifically designed or modifies missile launching, electronic and other surveillance,
components, parts, accessories, attachments, and reconnaissance, refueling, aerial mapping, military
associated equipment for the artles in this category. liaison, cargo carrying or dropping, personnel

(g) Technical data (as defined in § 120.21 of this dropping, airborne warning and control, and military
subchapter) and defense services (as defined in I training. (See 1121.3)
120.8) directly related to the defense articles *(b) Military aircraft engines, except
enumerated in paragraphs (a) through (f) of this reciprocating engines, [and spacecraft engines]
category. (See § 125.4 of this subchapter for specifically designed or modified for the aircraft in
exemptions.) Technical data directly related to the paragraph (a) of this category.
manufacture or production of any defense articles *(c) Cartridge-actuated devices utilized in
enumerated elsewhere in this category that are emergency escape or personnel and airborne
designated as Significant Military Equipment (SME) equipment (including but not limited to airborne
shall itself be designated SME. refueling equipment) specifically designed or modified

for use with the aircraft, [spacecraft] and engines of
Category VII -Tanks and Military Vehkles the types in paragraphs (a), (b), I and (h)] of this

category.
*(a) Military type armed or armored vehicles, (d) Launching and recovery equipment for the

military railway trains,, and vehicles specifically articles in paragraph (a) [and (i)] of this category, if
designed or modified to accommodate mountings for the equipment is specifically designed or modified for
arms or other specialized military equipment or fitted military use [or for use with spacecraft]. Fixed land-
with such items, bases arresting gear is not included in this category.

*(b) Military tanks, combat engineer vehicles, *(e) Inertial navigation systems, aided or hybrid
half-tracks and gun carriers. inertial navigation systems, Inertial Measurement

0(c) Self-propelled guns and howitzers. Units (IMUs), and Attitude and Heading Reference
(d) Military trucks, trailers, hoists, and skids Systems (ARHS) specifically designed, modified, or

specifically designed, modified, or equipped to mount configured for military use and all specifically
or carry weapons of Categories I, II and IV or for designed components, parts and accessories. For other
carrying and handling the articles in paragraph (a) of inertial reference systems and related components
Categories [II and IV. refer to Category XII(d).

*(e) Military recovery vehicles. *(f) Developmental aircraft and components
*(f) Amphibious vehicles. (See § 121.4) thereof which have a significant military applicabiliiy,
*(g) Engines specifically designed or modified excluding such aircraft and components that have been

for the vehicles in paragraphs (a), (b), (c), and (f) of certified by the Federal Aviation Administration and
this category. determined through the commodity jurisdiction

(h) All specifically designed or modified procedure specified in 1120.4 of this subchapter, to be
components and parts, accessories, attachments, and subject to the export control jurisdiction of the
associated equipment for the articles in this category, Department of Commerce for purposes of section
including but not limited to military bridging and deep 17(c) of the Export Administration Act. as amended.
water fording kits. *(g) Ground effects machines (GEMS)

(i) Technical data (as defined in § 120.21 of this specifically designed or modified for military use,
subchapter) and defense services (as defined in § including but not limited to surface effect machines
120.8 of this subchapter) directly related to the defense and other air cushion vehicles, and all components,
articles enumerated in paragraphs (a) through (h) of parts, and accessories, attachments, and associated
this category. (See J 125.4 of this subchapter for

TABLE 202-1. [Continued]
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equipment specifically designed or modified for use articles enumerated in paragraphs (a) and (b) of this
with such machines. category. (See § 125.4 for exemptions.)

[(h) * Spacecraft, including manned and
unmanned, active and passive satellites (except those Category X -Protective Personnel Equipment
listed in Category XV).

[(i) Power supplies and energy sources specially (a) Body armor specifically designed, modified
designed or modified for spacecraft in paragraph (h).] or equipped for military use; articles, including but not(j) Components, parts, accessories, attachments, limited to clothing, designed, modified or equipped to
and associated equipment protect against or reduce detection by radar, infrared
( including ground support equipment ) specifically ([R) or other sensors; military helmets equipped with
designed or modified for the articles in paragraphs (a) communications hardware, optical sights, slewing
through (i) of this category, excluding aircraft tires and devices or mechanisms to protect against thermal flash
propellors used with reciprocating engines. or lasers, excluding standard military helmets.

(k) Technical data (as defined in § 120.21 of this (b) Partial pressure suits and liquid oxygen
subchapter) and defense services (as defined in § converters used in aircraft in Category VHII(a).
120.8 of this subchapter) directly related to the defense (c) Protective apparel and equipment specifically
articles enumerated in paragraphs (a) through (j) of designed or modified for use with the articles in
this category. (See § 125.4 of this subchapter for paragraphs (a) through (d) in Category XIV.
exemptions.) Technical data directly related to the (d) Components, parts, accessories, attachments,
manufacture or production of any defense articles and associated equipment specifically designed or
enumerated elsewhere in this category that are modified for use with the articles in paragraphs (a),
designated as Significant Military Equipment (SME) (b), and (c) of this category.
shall itself be designated SME. (e) Technical data (as defined in § 120.21 of this

[(!) Non-military aircraft inertial navigation subchapter) and defense services (as defined in §
systems, except those systems or components that are 120.8 of this subchapter) directly related to the defense
standard equipment in civil aircraft, including spare articles enumerated in paragraphs (a) through (d) of
parts and spare units to be used exclusively for the this category. (See § 125.4 of this subchapter for
maintenance of inertial navigation equipment exemptions.)
incorporated in civil aircraft and that are certified by
the Federal Aviation Administration (FAA) as being Category XI --Military [ and Space] Electronics
an integral part of such aircraft.]

[(in) Technical data for the design, development, (a) Electronic equipment not included in
"production or manufacture of inertial navigation Category XII of the U.S. Munitions List which is
equipment or its related parts, components or specifically designed, modified or configured for
subsystems which are standard equipment in civil military application. This equipment includes but is
aircraft and which are certified by the Federal Aviation not limited to:
Administration as being an integral part of such *(l) Underwater sound equipment to include
aircraft. FAA certified inertial navigation systems and active and passive detection, identification, tracking,
all other technical data associated with such systems is and weapons control equipment.
under the licensing jurisdiction of the Department of *(2) Underwater acoustic active and passive
Commerce.] countermeasures and counter-countermeasures.

(3) Radar systems, with capabilities such as:
Category IX -Military Training Equipment *(i) Search,

•(ii) Acquisition,
(a) Military raining equipment including but not *(iii) Tracking.

limited to attack trainers, radar target trainers, radar *(iv) Moving target indication,
target generators, gunnery training devices, *(v) Imaging radar systems,
antisubmarine warfare trainers, target equipment, (vi) Any ground air traffic control radar which is
armament training units, operational flight trainers, air specifically designed or modified for military
combat training systems, radar trainers, navigational application.
trainers, and simulation devices related to defense *(4) Electronic combat equipment, such as:
articles. (i) Active and passive countermeasures,

(b) Components, parts, accessories, attachments. (ii) Active and passive counter-countermeasures,
and associated equipment specifically designed or and
modified for the articles in paragraph (a) of this (iii) Radios (including transceivers) specifically
category. designed or modified to interfere with other

(c) Technical data (as defined in § 120.21 of this communication devices or transmissions.
subchapter) and defense services (as defined in §
120.8 of this subchapter) directly related to dte defense

TABLE 202-1. [Continued]
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*(5) Command, control and communications (e) Technical data (as defined in § 120.21 of this
systems to include radios ( transceivers), navigation, subchapter) and defense services (as defined in §
and identification equipment. 120.8 of this subchapter) directly related to the defense

(6) Computers specifically designed or articles enumerated in paragraphs (a) through (d) of
developed for military application and any computer this category. (See § 125.4 of this subchapter for
specifically modified for use with any defense article exemptions.) Technical data directly related to the
in any category of the U.S. Munitions List. manufacture or production of any defense articles

(7) Any experimental or developmental enumerated elsewhere in this category that are
electronic equipment specifically designed or modified designated as Significant Military Equipment (SME)
for military applications or specifically designed or shall itself be designated SME.
modified for use with a military system.

*(b) Electronic systems or equipment Category XlI--Fire Control, Range Finder, Optical
specifically designed, modified, or configured for and Guidance and Control Equipment
intelligence, security, or military purposes for use in
search, reconnaissance, collection, monitoring, *(a) Fire control systems; gun and missile
direction-finding, display, analysis and production of tracking and guidance systems; gun range, position,
information from the electromagnetic spectrum and height finders, spotting instruments and laying
electronic systems or equipment designed or modified equipment; aiming devices (electronic, optic, and
to counteract electronic surveillance or monitoring. A acoustic); bomb sights, bombing computers, military
system meeting this definition is controlled under this television sighting and viewing units, and periscopes
subchapter even in instances where any individual for the articles of this section.
pieces of equipment constituting the system may be *(b) lasers specifically designed, modified or
subject to the controls of another U.S. government configured for military application including those
agency. Such systems or equipment described above used in military communication devices, target
include, but are not limited to, those: designators and range finders, target detection

(1) Designed or modified to use cryptographic systems, and directed energy weapons.
techniques to generate the spreading code for spread *(c) Infrared focal plane array detectors
spectrum or hopping codes for frequency agility. This specifically designed, modified or configured for
does not include fixed code techniques for spread military use; image intensification and other night
spectrum. sighting equipment or systems specifically designed,

(2) Designed or modified using burst techniques modified, or configured for military use; second
(e.g., time compression techniques ) for intelligence, generation and above military intensification tubes
security or military purposes. (defined below) specifically designed, developed,

(3) Designed or modified for the purpose of modified, or configured for military use, and, infrared,
information security to suppress the compromising visible, and ultraviolet devices specifically designed,
emanations of information-bearing signals. This developed, modified, or configured for military
covers TEMPEST suppression technology and application.
equipment meeting or designed to meet government Note: Special Definition.. For purposes of this
TEMPEST standards. This definition is not intended subparagraph, second and third generation image
to include equipment designed to meet Federal intensifier tubes are defined as having:
Communications Commission (FCC) commercial A peak response within the 0.4 to 1.05 micron
electro-magnetic interference standards or equipment wavelength and incorporating a microchannel plate for
designed for health and safety. electron image amplification having a hole pitch

[(c) Space electronics: (center-to-center spacing) of less than 25 microns, and
*(I) Electronic equipment specifically designed having either:

or modified for spacecraft and space flight, and (a) An S-20, S-25 or multialkali photocathode; or
(2) Electronic equipment specifically designed or (b) A semiconductor photocathode;

modified for use with non-military communications *(d) Inertial platforms or s-nsors for weapons or
satellites, weapon systems; guidance, cont.ol and stabilization

(3) Components, parts, accessories, attachments, systems except for those systems covered in category
and associated equipment specifically designed or VIII; astro-compasses and star trackers and military
modified for use with the equipment in subparagraphs and (non-military] accelerometers and gyros. For
(1) and (2).1 aircraft inertial reference systems and related

(d) Components, parts, accessories, attachments, components refer to Category VIII.
and associated equipment specifically designed or [(e) Non-military second generation and above
modified for use with the equipment in subparagraphs image intensification tubes, non-military infrared focal
(a) and (b) of this category, except for such items as plane arrays, and image intensification tubes identified
are in normal commercial use. in paragraph (c) of this section when a part of a

commercial system (i.e., those systems originally
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designed for commercial use). This does not include (C) Fixed (defined below) frequency inversion
military systems comprises of non-military and in which the transpositions change not more
specification components.] frequently than once every second;

(f) Components, parts, accessories, attachments (D) Facsimile equipment;
and associated equipment specifically designed or (E) Restricted audience broadcast equipment;
modified for the articles in paragraphs (a), (b), (c) and (F) Civil television equipment.
(d) of this category, except for such items as are in Note: Special definition. For purposes of this
normal commercial use, subparagraph, fixed means that the coding or

(g) Technical data (as defined in § 120.21 of this compression algorithm cannot accept externally
subchapter) and defense services (as defined in § supplied parameters (e.g., cryptographic or key
120.8 ) directly related to the defense articles variables) and cannot be modified by the user.
enumerated in paragraphs (a) through (f) of this (iv) Personalized smart cards uwing cryptography
category. (See 1 125.4 of this subchapter for restricted for use only in equipment or systems
exemptions.) Technical data directly related to the exempted from the controls of the USML
manufacture or production of any defense articles (v) Limited to access controL such as automatic
enumerated elsewhere in this category that are teller machines. self-service statement printers or point
designated as Significant Military Equipment (SME) of sale terminals, which protects passwords or
shall itself be designated SME. personal identification numbers (PIN) or similar data

to prevent unauthorized access to facilities but does
Category XUI --Auxiliary Military Equipment not allow for encryption of files or text, except as

directly related to the password of PIN protection.
(a) Cameras [ including space cameras] and (vi) Limited to data authentication which

specialized processing equipment therefor, calculates a Message Authentication Code (MAC) or
photointerpretation, stereoscopic plotting, and similar result to ensure no alteration of text has taken
photogrammetry equipment which are specifically place, or to authenticate users, but does not allow for
designed or modified for military purposes, and encryption of data, text or other media other than that
components specifically designed or modified needed for the authentication.
therefor; (vii) Restricted to fixed data compression or

(b) Information Security Systems and equipment, coding techniques.
cryptographic devices, software, and components (viii) Limited to receiving for radio broadcasts,
specifically designed or modified therefor, including: pay television or similar restricted audience television

(1) Cryptographic ( including key management) of the consumer type, without digital encryption and
systems, equipment, assemblies, modules, integrated where digital decryption is limited to the video, audio
circuits, components or software with the capability of or management functions.
maintaining secrecy or confidentiality of information (ix) Software designed or modified to protect
or information systems, except cryptographic against malicious computer damage, (e.g.. viruses).
equipment and software as follows: Note: A procedure has been established to

(i) Restricted to decryption functions specifically facilitate the expeditious transfer to the Commodity
designed to allow the execution of copy protected Control List of mass market software products with
software, provided the decryption functions are not encryption that meet specified criteria regarding
user-accessible. encryption for the privacy of data and the associated

(ii) Specially designed, developed or modified key management. Requests to transfer commodity
for use in machines for banking or money transactions, jurisdiction of mass market software products
and restricted to use only in such transactions. designed to meet the specified criteria may be
Machines for banking or money transactions include submitted in accordance with the commodity
automatic teller machines, self-service statement jurisdiction provisions of 1 120.4. Questions
printers, point of sale terminals or equipment for the regarding the specified criteria or the commodity
encryption of interbanking transactions. jurisdiction process should be addressed to the Office

(iii) Employing only analog techniques to of Defense Trade Controls. All mass market software
provide the cryptographic processing that ensures products with cryptography that were previously
information security in the following applications: granted transfers of commodity jurisdiction will

(A) Fixed (defined below) band scrambling not remain under Department of Commerce control. Mass
exceeding 8 bands and in which the transpositions market software governed by this note is software that
change not more frequently than once every second; is generally available to the public by being sold from

(B) Fixed (defimed below) band scrambling stock at retail selling points, without restriction, by
exceeding 8 bands and in which the transpositions means of over the counter transactions, mail order
change not more frequently than once every ten transactions, or telephone call transactions; and
seconds; designed for installation by the user without further

substantial support by the supplier.
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(2) Cryptographic (including key management) injectors, particle accelerators for neutral or charged
systems, equipment, assemblies, modules, integrated particles, beam handling and projection equipment,
circuits, components or software which have the beam steering, fire control, and pointing equipment,
capability or generating spreading or hopping codes test and diagnostic instruments, and targets) which are
for spread spectrum systems or equipment. specifically designed or modified for directed energy

(3) Cryptanalytic systems, equipment, weapon applications.
assemblies, modules, integrated circuits, components (i) Metal embrittling agents.
or software. *(j) Hardware and equipment, which has been

(4) Systems, equipment, assemblies, modules, specifically designed or modified for military
integrated circuits, components or software providing applications, that is associated with the measurement
certified or certifiable multi-level security or user or modification of system signatures for detection of
isolation exceeding class B2 of the Trusted Computer defense articles. This includes but is not limited to
Systems Evaluation Criteria (TCSEC) and software to signature measurement equipment; prediction
certify such systems, equipment or software. techniques and codes; signature materials and

(5) Ancillary equipment specifically designed or treatments; and signature control design methodology.
modified for paragraphs (b) (1), (2), (3), (4) and (5) of (k) Technical data (as defined in § 120.21 of this
this category; subchapter) and defense services (as defined in §

(c) Self-contained diving and underwater 120.8 of this subchapter) related to the defense articles
breathing apparatus as follows: listed in this category. (See § 125.4 of this subchapter

(1) Closed and semi-closed circuits (rebreathing) for exemptions; see also § 123.21 of this subchapter).
apparatus; Technical data directly related to the manufacture or

(2) Specially designed components for use in the production of any defense articles enumerated
conversion of open-circuit apparatus to military use; elsewhere in this category that are designated as
and Significant Military Equipment (SME) shall itself be

(3) Articles exclusively designed for military use designated SME.
with self-contained diving and underwater swimming
apparatus. Category XIV --Toxicological Agents and

(d) Carbon/carbon billets and preforms which are Equipment and Radiological Equipment
reinforced with continuous unidirectional tows, tapes,
or woven cloths in three or more dimensional planes *(a) Chemical agents including but not limited to
(i.e., 3D, 4D, etc.). This is exclusive of carbon/carbon lung irritants, vesicants. lachrymators, tear gases
billets and preforms where reinforcement in the third (except tear gas form ulations containing 1% or less
dimension is limited to interlocking of adjacent layers CN or CS), stemutators and irritant smoke, and nerve
only, and carbon/carbon 3D, 4D, etc. end items which gases and incapacitating agents. (See § 121.7.)
have not been specifically designed or modified for *(b) Biological agents.
defense articles ( e.g., brakes for commercial aircraft *(c) Equipment for dissemination, detection, and
or high speed trains). Armor (e.g., organic, ceramic, identification of, and defense against, the articles in
metallic), and reactive armor which has been paragraphs (a) and (b) of this category.
specifically designed or modified for defense articles. *(d) Nuclear radiation detection and measuring
Structural materials including carbon/carbon and metal devices, manufactured to military specification.
matrix composites, plate, forgings, castings, welding (e) Components, parts, accessories, attachments,
consumables and rolled and extruded shapes which and associated equipment specifically designed or
have been specifically designed or modified for modified for the articles in paragraphs (c) and (d) of
defense articles, this category.

(e) Concealment and deception equipment, (f) Technical data (as defined in § 120.21 of this
including but not limited to special paints, decoys, and subchapter) and defense services (as defined in §
simulators and components, parts and accessories 120.8 of this subchapter) related to the defense articles
specifically designed or modified therefor. enumerated in paragraphs (a) through (e) of this

(f) Energy conversion devices for producing category. (See § 125.4 of this subchapter for
electrical energy from nuclear, thermal, or solar exemptions; see also § 123.21 of this subchapter).
energy, or form chemical reaction which are Technical data directly related to the manufacture or
specifically designed or modified for military production of any defense articles enumerated
application, elsewhere in this category that are designated as

(g) Chemiluminescent compounds and solid state Significant Military Equipment (SME) shall itself be
devices specifically designed or modified for military designated SME.
application.

(h) Devices embodying particle beam and
electromagnetic pulse technology and associated
components and subassemblies (e.g., ion beam current
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Category XV -Spacecraft Systems and Associated built, and shipped as an integral part of the satellite are
Equipment controlled under Category IV of this subchapter.)

(c) Global Positioning System (GPS) receiving
*(a) Spacecraft and associated hardware, equipment specifically designed, modified or

including ground support equipment, specifically configured for military use; or GPS receiving
designed or modified for military use. equipment with any of the following characteristics:

(bXl) [Reserved) (1) Designed for encryption or decryption (e.g.,
(2) Communications satellites (excluding ground Y-Code) of GPS precise positioning service (PPS)

stations and their associated equipment and technical signals;
data not enumerated elsewhere in § 121.1 of this (2) Designed for producing navigation results
subchapter. for controls on such ground stations, see above 60,000 feet altitude and at 1,000 knots velocity
the Commerce Control List) with any of the following or greater;
characteristics: (3) Specifically designed or modified for use

(i) Anti-jam capability. Antennas and/or with a null steering antenna or including a null
antenna-systems with ability to respond to incoming steering antenna designed to reduce or avoid jamming
interference by adaptively reducing antenna gain in the signals;
direction of the interference. (4) Designed or modified for use with unmanned

(ii) Antennas: air vehicle systems capable of delivering at least a 500
(A). With aperture (overall dimension of the kg payload to a range of at least 300 kin.

radiating portions of the antenna) greater than 30 feet;
or Note: GPS receivers designed or modified for

(B). With sidelobes less than or equal to -35dB; use with military unmanned air vehicle systems with
or less capability are considered to be specifically

(C). Designed, modified, or configured to designed, modified or configured for military use and
provide coverage area on the surface of the earth less therefore covered under this subparagraph.
than 200 nm in diameter, where "coverage area" is Any GPS equipment not meeting this definition is
defined as that area on the surface of the earth that is subject to the jurisdiction of the Department of
illuminated by the main beam width of the antenna Commerce (DOC). Manufacturers or exporters of
(which is the angular distance between half power equipment under DOC jurisdiction are advised that the
points of the beam). U.S. Government does not assure the availability of

(iii) Designed, modified or configured for the GPS P-Code for civil navigation. It is the policy of
intersatellite data relay links that do not involve a the Department of Defense (DOD) that GPS receivers
"ground relay terminal ("cross-links"). using P-Code without clarification as to whether or not

(iv) Spaceborne baseband processing equipment those receivers were designed or modified to use Y-
that uses any technique other than frequency Code will be presume-d to be Y-Code capable and
translation which can be changed several times a day covered under this subparagraph. The DOD policy
on a channel by channel basis among previously further requires that a notice be attached to all P-Code
assigned fixed frequencies. receivers presented for export. The notice must state

(v) Employing any of the cryptographic items the following: "ADVISORY NOTICE: This receiver
controlled under Category XIn(b) of this subchapter. uses the GPS "-Code signal, which by U.S. policy,

(vi) Employing radiation-hardened devices may be switched off without notice."
controlled elsewhere in § 121.1 that are not (d) Components, parts, accessories, attachments,
"embedded in the satellite in such a way as to deny and associated equipment (including ground support
physical access. (Here, "embedded" means that the equipment) specifically designed, modified or
device either cannot feasibly be removed from the configured for the articles in paragraphs (a) through
satellite or be used for other purposes.) (c) of this category, as well as for any satellites under

(vii) Having propulsion systems which permit the export licensing jurisdiction of the Department of
acceleration of the satellite on-orbit (i.e., after mission Commerce. except as noted below.
orbit injection) at rates greater than 0.1 g.

(viii) Having attitude control and determination Explanatory Note
systems designed to provide spacecraft pointing
determination and control better than 0.02 degrees This language is not intended to preclude a
azimuth and elevation. license application of a complete satellite that is under

(ix) Having orbit transfer engines ("kickmotors") the jurisdiction of the Department of Commerce from
which remain permanently with the spacecraft and are including in that license application any directly
capable of being restarted after achievement of associated components, parts, accessories, attachments
mission orbit and providing acceleration greater than and associated equipment (including ground support
1g. (Orbit transfer engines which are not designed, equipment) unless such items are specifically

identified for control in paragraphs (a) or (b) of this
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category or any other category of § 121.1 of this enumerated elsewhere in this category that are
subchapter. It is understood that spares, replacement designated as Significant Military Equipment (SME)
parts, ground support and test equipment, payload shall itself be designated SME.
adapter/fmterface hardware, etc. are typically provided
as part of a satellite launch campaign; however, such Category XVII -Classified Artkles, technkal Data
items are only exempt from USML licensing when and Defense Services Not Otherwise Enumerated
their intended use is directly related to supporting the
Commerce-licensed satellite launch campaign. Once *(a) All articles, technical data ( as defimed in §
the satellite has been successfully launched, it is 120.21 of this subchapter) an defense services ( as
understood that such items remaining unlaunched will defined in 120.8 of this subchapter) relating thereto
be returned to the United States. which are classified in the interest of national security

(e) Technical data (as defined in § 120.21 of this and which are not otherwise enumerated in the U.S.
subchapter) and defense services (as defined in § Munitions List
120.8 of this subchapter) directly related to the
defense articles enumerated in paragraphs (a) though Category XVIiI -- ( Reserved)
(d) of this category. (See § 125.4 of this subchapter
for exemptions.) Technical data direcdy related to the Category XIX ---( Reserved)
manufacture or production of any defense articles
enumerated elsewhere in this category that are Category XX --- Submersible Vessels,
designated as Significant Military Equipment (SME) Oceanogrpbhic and Associated Equipment
shall itself be designated SME. In addition, detailed
design, development, production or manufacturing *(a) Submersible vessels, manned or unmanned.
data for all spacecraft systems and specifically tethered or untethered, designed or modified for
designed or modified components thereo, regardless military purposes, or powered by nuclear propulsion
of which U.S. government agency has jurisdiction for plants.
export of the hardware.(See § 125.4 of this subchapter *(b) Swimmer delivery vehicles designed or
for exceptions.) This restriction does not include that modified for military purposes.
level of technical data (including marketing data) (c) Equipment. components, parts, accessories,
necessary and reasonable for a purchaser to have and attachmei..& specifically designed or notified for
assurance that a U.S.-built item intended to operate in any of the articles in paragraphs (a) and (b) of this
space has been designed, manufactured and tested in category.
conformance with specified contract requirements (d) Technical data (as defined in § 120.21 of this
(e.g., operational performance, reliability, lifetime, subchapter) and defense services (as defined in §
product quality, or delivery expectations) and data 120.8 of this subchapter) directly related to the defense
necessary to evaluate in-orbit anomalies and to operate articles enumerated in paragraphs (a) through (c) of
and maintain associated ground equipment. this category. (See § 125.4 of this subchapter for

exemptions.) Technical data directly related to the
Category XVI --Nuclear Weapons Design and Test manufacture or production of any defense articles
Equipment enumerated elsewhere in this category that are

designated as Significant Military Equipment (SME)
*(a) Any article, material, equipment, or device shall itself be designated SME.

which is specifically designed or modified for use in
the design, development, or fabrication of nuclear Category XXI -- Miscellaneous Articles
weapons or nuclear explosive devices. ( See § 123.21
of this subchapter and Department of Commerce (a) Any article not specifically enumerated in the
Export Regulations, 15 CFR part 778). other categories of the U.S. Munitions List which has

*(b) Any article, material, equipment, or device substantial military applicability and which has bcen
which is specifically designed or modified for use in specifically designed or modified for military
the devising, carrying out, or evaluating of nuclear purposes. The decision on whether any article may be
weapons tests or any other nuclear weapons included in this category shall be made by the Director
explosions, except such items as are in normal of the Office of Defense Trade Controls.
commercial use for other purposes. (b) Technical data (as defined in § 120.21 of this

(c) Technical data (as defined in § 120.21 of this subchapter) and defense services (as defined in §
subchapter) and defense services (as defined in § 120.8 of this subchapter) directly related to the defense
120.8 of this subchapter) directly related to the defense articles enumerated in paragraphs (a) of this category.
articles enumerated in paragraphs (a) through (b) of
this category. (See § 125.4 of this subchapter for
exemptions.) Technical data directly related to the
manufacture or production of any defense articles
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Section 203 - Special Provisions

20301 CONSTRAINTS ON ELIGIBILITY.

A. Terrorism. Unless the President finds that the national security requires otherwise, he
shall terminate all assistance, sales, credits and guaranties to any government which aids or abets
(by granting sanctuary from prosecution) any individual or group which has committed an act of
international terrorism. [Sec. 620A, FAA, and Sec. 3(f), AECA]

B. Nationalization of U.S. Property. Assistance will be suspended for countries
which have nationalized, expropriated, or seized U.S. property, or have imposed discriminatory
taxes. Assistance is also to be suspended if a country has initiated steps to repudiate or nullify
existing agreements with U.S. citizens or entities without taking proper compensatory action [Sec.
620(e), FAA].

C. Transfer. The purchaser or grant recipient must agree not to transfer tide or possession **
of any defense article or related training or other defense services to any other country without
prior U.S. consent; the President must report to the Congress before such consent is given.
[Sec. 3(a)(2), AECA, and Sec. 505(a), FAA]. Special care must be taken to ensure that minor
repair parts, fuel, or other defense articles which lose identity when co-mingled, are controlled by
the recipient government using a procedure which will reasonably assure there will be no non-
approved transfers (see Section 90006).

D. Proper Use of Materiel. Sales and assistance may be made to countries only for
purposes of internal security, legitimate self-defense, civic action, or regional or collective
arrangements consistent with the United Nations (U.N.) Charter, or requested by the U.N. (Sec.
4, AECA, and Sec. 502, FAA).

E. Communist-Controlled Countries. Assistance may be provided to Communist
countries only if the President exercises his waiver authority under section 614(a), FAA and
concomitantly finds and reports to Congress that such assistance is vital to the security of the
United States and promotes the independence of the recipient country from international
communism. [Sec. 620(f), FAA].

F. Narcotics. Economic and military assistance and sales to a country will be suspended
if the President determines the government of that country has failed to take adequate steps to
prevent either the sale of illegal drugs or other controlled substances to U.S. government personnel
or their dependents or the smuggling of such narcotics into the United States. [Sec. 481(h), FAA].

G. Violations. Any government using American equipment and/or services in substantial
violation of an applicable agreement entered into under U.S. law with that government shall be
made ineligible for future U.S. assistance until such time when the President determines that such
violations have ceased and has been assured that they will not recur. [Sec. 505(d), FAA, and
Sec. 3(c), AECA].

H. Police. Counterterrorism. and Military Intelligence Programs.

1. The FAA prohibits using funds authorized under the Act to conduct any police
training or related programs either in a foreign country, or in the United States. All military
assistance, not just training, is subject to this prohibition.

2. Police training in the context of the FAA prohibition includes military police as well
as civilian police, if the military police perform on-going civilian law enforcement functions.
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Neither the name given to a unit nor the ministerial authority under which it operates is sufficient to
determine whether a particular unit is a "police unit." The determining factor is the nature of the
functions performed by the unit. Assistance in foreign countries for any phase of civilian law
enforcement (except maritime law enforcement or international narcotics control) is prohibited.

3. The AECA does not prohibit police training or related programs. However, prior
DSAA approval shall be obtained before offering this type of defense article or service through
FMS procedures.

4. If the DSAA authorizes foreign students to attend military police training, foreign
governments must certify that the students will not be involved in any civilian law enforcement
functions for at least two years after receiving the training.

5. Law enforcement includes apprehension and control of political offenders and
opponents of the government in power (other than prisoners of war), as well as persons suspected
of common crimes.

6. The prohibitions discussed above do not apply to units that have the sole function of
that aspect of internal security which may involve combat operations against insurgents or
legitimate self-defense of national territory against foreign invasion, whether or not the unit is
called police.

7. If some personnel from a smaller unit within a larger unit that is eligible for
assistance are detailed to on-going civilian law enforcement functions, then just the smaller unit
will be prohibited from receiving grant support under the FAA. However, no grant funds may be
used in any program of internal intelligence or surveillance on behalf of any foreign government
either within the U.S. or abroad.

8. Antiterrorism and counterterrorism training may be requested through the
Department of State (Attention: M/CT and PM/SAS) using United States Embassy channels. The
DSAA should be informed of any request for antiterrorism or counterterrorism training.

9. Limited military intelligence training is available. The scope of this type training
shall be limited to training that is directly related to combat or operational intelligence or intelligence
management of combat or operational intelligence at the joint military staff level. In case of'doubt
about whether or not a particular course or type of training falls into one of these two categories,
obtain a clarification from the DSAA.

10. Defense articles and defense services will not be sold or leased to foreign
organizations or personnel under the AECA unless they are part of the national defense
establishment, under the direction and control of the ministry responsible for defense matters.

11. Requests for training for foreign personnel (or units) that are not part of the Defense
Ministry must be directed to the Department of State and to the Agency of International
Development through United States Embassy channels. The DSAA and relevant MILDEP should
be informed of the request.

12. Prior DSAA approval must be obtained for the sale or lease of defense articles,
defense services, or training to foreign organizations or personnel if they are engaged in on-going
civilian police functions under the direction and control of the ministry responsible for defense
matters.
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I. Incendiary Items. White Phosphorous. and Riot Control Agents. The **
following is USG policy regarding the sale of these items:

1. Napalm, including napalm thickener, dispensers, and fuses will not be provided
through FMS or on a commercial basis.

2. Requests for white phosphorus munitions should be submitted in accordance with
the procedures established for SME (Section 700). Requests should indicate, by type of
ammunition requested, the quantity and intended use of the ammunition. Requests should be
accompanied by the US mission's opinions as to whether the amount requested is reasonable in
relation to the intended use, current on-hand inventories, and predictable usage rates of such items;
and requests must also contain assurance from the host government that the white phosphorus
munitions will be used only for purposes such as signalling and smoke screening. DSAA will be
responsible for coordinating approval of the request. Upon approval, DSAA will advise the
cognizant DoD component of the approval along with the conditions for its use which will be made
a part of the LOA.

3. Riot control agents may not be provided via FMS, but certain types are available on
a commercial basis. Such proposed commercial sales require that an export license be obtained
from the DoS, Office of Defense Trade Controls. *

J. Section 527, Foreign Operations, Export Financing, and Related Programs **
Appropriations Act, FY94 continues the prohibition on sale of M-833 depleted uranium
ammunition and comparable anti-tank rounds except to NATO member countries, major non-
NATO allies, Taiwan, and countries for which a Presidential national security interest
determination has been completed.

K. Section 532, Foreign Operations, Export Financing, and Related Programs **
Appropriations Act, FY94 continues the prohibition on provision of Stinger MANPADS to
countries bordering the Persian Gulf (Iraq, Iran, Kuwait, Saudi Arabia, Qatar, United Arab
Emirates, and Oman). Based on a Presidential Determination and other specific circumstances
discussed in Section 581, Foreign Operations, Export Financing, and Related Programs
Appropriations Act, 1990/PL 101-167, this prohibition does not apply to Bahrain's one-for-one
purchase of replacement missiles.

L. Section 1094 of the Defense Authorization Act of 1994 extends the moritorium on sale, **
transfer, or assistance with respect to the provision of anti-personnel landmines.

20302 SHIP TRANSFERS.

A. Vessels 20 years old or more and no more than 3,000 tons (light load displacement) or
less may be transferred after 30 continuous days of the date that the USN notifies Congress of its
intent to make the transfer. Naval vessels less than 20 years old or more than 3,000 tons may be
transferred only after enactment of specified legislation authorizing the transfer. These criteria and
Congressional oversight provisions are prescribed by 10 USC 7307.

B. Regardless of the method of transfer (sale or lease) the foreign government will normally
pay all costs incidental to the transfer.

C. Leasing of ships must be in accordance with AECA Chapter 6 unless otherwise expressly
authorized by separate legislation. Such leasing is reserved for exceptions where a sale is not
feasible.
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D. Ship transfer and approval procedures:

1. The foreign government normally requests P&A, followed by a formal request for
transfer expressed in diplomatic notes. The latter is a prerequisite to Congressional notification
under the AECA for a lease, and to submitting notification to the Congress or requesting
authorizing legislation under 10 USC 7307.

2. Ship transfers are coordinated by the Director, Navy IPO. DSAA coordinates all
transfers within OSD and with DoS. DSAA ensures compliance with statutory notification and
authorizing legislation requirements. The Navy prescribes policies and procedures for ship
transfers in SECNAV Instruction 4900.48 series.

3. Navy IPO submits each request for sale to the Director, DSAA. This takes the form
of either a draft Congressional notification letter or a draft ship transfer bill, pursuant to 10 USC
7307. Each request will include a statement of approval from the Secretary of the Navy or his
designee.

4. Lease procedures are found in Chapter 12. Leases entered into under the authority
of specific legislation (per 10 USG 7307) will be coordinated and staffed on a case-by-case basis.
Director, DSAA, will coordinate all ship lease requests and advise Navy IPO of approval or
disapproval. If approved, Navy IPO may offer the ship to the requesting country concerned, when
statutory notification or legislative authorization requirements have been met.

20303 SECURITY NOTES RELATED TO MAN-PORTABLE AIR DEFENSE
SYSTEMS SALES.

A. The following notes should apply to sales to NATO, NATO Nations, Japan, Australia,
and New Zealand:

"Purchaser agrees to adhere to the following additional security requirements asso-
ciated with MANPADS. Modification of specified requirements to meet indigenous
conditions may be approved by the Office of the Deputy Chief of Staff for Operations and
Plans (DAMO-ODL-S), US Army.

1. Physical Security: The (insert ap~ropriate missile) will be stored in
magazines that are at least equivalent in strength to US Army requirements as specified in
subparagraph (a) below. The Purchaser also agrees to comply with US Army specified
requirements for lighting, doors, locks, keys, fencing, surveillance, and guard systems.
Specific requirements will be agreed upon and installed prior to delivery of the missile
system. US Army representatives will be allowed to verify security measures and
procedures established for implementation of these requirements.

a. Magazonll: Reinforced concrete, arch type, earth covered whose con-
struction is at least equivalent in strength to the requirements of Chapter 5, Department of
Defense Manual 6055.9 - STD, Ammunition and Explosive Safety Standards, July 1984,
will be used for storage (standards of which will be provided to the Purchaser).

b. ,Lghtnig: Lighting will be provided for exterior doors and along
perimeter barriers. Security lighting requirements will conform to the ammunition and
safety requirements of Appendix C, US Army Technical Manual 9-1300-206 (standards
of which will be provided to the Purchaser).

c. Doors. Locks. and Keys: Exterior doors will be class five steel vault
doors secured by two key-operated high security padlocks and a high security shrouded
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hasp. Keys will be secured separately to ensure effective two-man control of access
(i.e., two authorized persons must be present to enter). Use of a master or multiple key
system is prohibited.

d. Encindg: Fencing will be six foot (minimum) steel chain link with a one
foot overhang mounted on steel or reinforced concrete posts over firm base. Clear zones
will be established 30 feet inside and 12 feet outside the perimeter fence (provided there is
adequate space).

e. Surveillance and Guard: A full-time guard force or combination
guard force and intrusion detection system (]IDS) will be provided. When the IDS is not
operational, 24 hour guard surveillance is required.

f. Access to Storage Facilities: Two authorized persons will be
required to be present during any activity which affords access to storage facilities
containing MANPADS. Lock and key procedures will be developed to ensure that no
single individual can obtain unescorted or unobserved access to MANPADS storage
facilities.

2. Accountability:

a. A 100 percent physical inventory of weapons and gripstocks, when
applicable, will be taken monthly by the Purchaser. A 100 percent physical inventory by
serial number shall be taken quarterly of weapons issued at the operational unit level. A
100 percent physical inventory by serial number shall be taken semiannually of weapons
stored or retained at installation, depot, post, or base level. All inventories must be
conducted by two authorized persons to ensure verification. Weapons expended during
peacetime will be accounted for by serial number.

b. The (insert appropriate foreign country Security Assistance Organization)
will be permitted to conduct a US inspection and inventory by serial number annually.
Inventory and accountability records maintained b)y the Purchaser will be made available
for review.

3. Transgortation: Movements of MANPADS will meet US standards for
safeguarding classified materiel in transit as specified by the USG in DoD 5100.76-M,
Physical Security of Sensitive Conventional Arms, Munitions, and Explosives (standards
of which will be provided to the Purchaser), and paragraph 8 below.

4. Access to Hardware and Classified Information:

a. Access to hardware and related classified information will be limited to
military and civilian personnel of the purchasing government (except for authorized US
personnel as specified herein) who have the proper security clearance and who have an
established need to know the information in order to perform their duties. Information
released will be limited to that necessary to perform assigned responsibility and, where
possible, will be oral or visual only.

b. Maintenance which requires access to the interior of the operational
system, beyond that required of the operator, and maintenance or repair which requires
access to the interior of the guidance assembly of the tracking head trainer or captive
flight trainer, beyond the bench test set capability, will be performed under US control.
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5. Comnromise. Loss. Theft. and Unauthorized Use: The Purchaser
will report to the US Army by the most expeditious means any instances of compromise,
unauthorized use, loss or theft of any MANPADS materiel or related information. This
will be followed by prompt investigation and the results of the investigation will be
provided to the US Army.

6. Third-Party Access: The recipient will agree that no information on (insert
ro ate missile) will be released to a third-country government, person or other third-

country entity without US approval.

7. Damaged/Exgended Materiels: Damaged systems, launchers, and/or grip
stocks will be returned to the US Army for repair or demilitarization.

8. Conditions of Shipment and Storage for STINGER and STINGER
Variants: The two principal components of the insert aprriate miss system, the
gripstock, and the missile in its disposable launch tube, will be stored in separate
locations and will be shipped in separate containers. The two storage locations will be
physically separated sufficiently so that a penetration of the security at one site will not
place the second at risk.

9. Conditions of Use: Assembly of the system will not be permitted for field
exercises or deployments wherein the use of the (insert appropriate missile) system is
simulated. In such cases, inert training devices may be used. The recipient will use
information on the (insert appropriate missile) only for the purpose for which it was
given."

B. All sales of MANPADS to nations other than those identified in paragraph A will include
all of the paragraph A notes, but paragraph 9, "Conditions of Use," will be replaced with the
revision below:

"9. Conditions of Use:

a. The two principle components of the (insert appropriate missile) system,
the gripstock and missile launch tube, may be brought together and assembled under the
following circumstances: (Note: When the system is REDEYE, delete the previous text.
and insert at a. the following: 'REDEYE may be deployed:')

(1) In the event of hostilities or imminent hostilities.

(2) For firing as part of regularly scheduled training; however, only those
rounds intended to be fired will be withdrawn from storage and assembled.

(3) For lot testing; however, only rounds to be tested will be withdrawn
from storage and assembled.

(4) When systems are deployed as part of the point defenses of high
priority installations or activities (e.g., key government buildings, military headquarters,
essential utilities, air defense facilities).

b. The Purchaser will advise the US Security Assistance Organization in
advance of any assembly of the various missile and gripstock for the STINGER and its
variants for raining or lot testing.
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c. The US Government will be notified of deployments through the Security
Assistance Organization."

C. The DoS will ensure that transfers of MANPADS under FAA Sec 506(a) include the
security requirements as previously mentioned in this paragraph.

D. The following procedures apply after an LOA for the purchase of a MANPADS has been
accepted by a foreign government or if MANPADS are provided under the authority of Section
506(a).

1. The US Army will provide a copy of the LOA to the in-country SAO.

2. US Army personnel will inspect the physical security arrangements prior to the
delivery of the first shipment of MANPADs to ensure that security meets US requirements.

3. The US Army will notify the SAO when delivery of the missiles has begun; serial
numbers will be provided to the SAO for missiles received by the foreign government.

4. The STINGER system and all its variants shall be accounted for by verifying receipt
of the gripstock and missile.

5. The SAO will arrange with the purchasing government to verify by serial number
receipt in country of the missiles. The first annual physical inventory should occur after the US
Army notifies the applicable SAO of final delivery of missiles. Yearly requirements for US
inspection and inventory will begin from that date.

6. Except for those that are deployed to hostile areas, the SAO must physically inspect
and inventory all MANPADS by serial number. This requirement cannot be satisfied by the
foreign government, or through a review of host nation records of inspection, missile account-
ability, security, or storage records.

7. The SAO must, at least once a year, randomly review the recipient government's
records of monthly, two-man verifications.

8. A report of the SAO findings shall be sent to DSAA-OPS and US .Army

(USASAC), with an information copy to the applicable Unified Command.

20304 SUSPENSIONS AND CANCELLATIONS OF SECURITY ASSISTANCE.

A. If DoS determines that it is necessary to suspend security assistance to a particular,
country, the Director, DSAA, will issue instructions to the SA program IAs. The following ,
procedures normally will be employed:

1. All deliveries of defense articles to the embargoed country will be stopped
immediately. No release of new LOAs will be made. No materiel will be released to the country's
freight forwarder or to the country. There should be no new contracting actions for an embargoed
country; on-going contracting actions should be suspended.

2. If procurements have been started, but contracts have not been awarded, the IA,
should inform DSAA of the details and ask for guidance.

3. Normally, contracts that have been awarded should continue. However, DSAA
should be informed when deliveries are ready to be made so that the possible diversion of the
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materiel to another country, or to a DoD component, or to storage can be decided. The Director,
DSAA, will issue appropriate instructions once the decision is made.

4. Shipments of defense articles, where the materiel is under USG control, will not be
loaded at the ports of embarkation. Materiel already enroute to the country will not be delivered; it
will be retained under USG control. Defense articles that fit these categories should be stored by
the appropriate DoD component using the most economical storage until further DSAA instructions
arrive.

5. Materiel ready for shipment from a contractor should be shipped to an appropriate
DoD facility for segregated storage until DSAA disposition instructions arrive. Arrangements for
storage at the contractor's facility may be made if that is the most economical storage.

6. Requisitions submitted against either a CLSSA or a blanket order FMS case will be
held by the receiver. Requisitions from an embargoed country will not be filled.

7. With regard to training funded through an FMS case or under IMET, students in
training before the suspension date notification may complete their course. Sequential training
(proceeding to the next scheduled course) is excluded unless specifically authorized by the
Director, DSAA. Students who have not started training by the suspension date will not begin a
course. Instructions on what to do with students from embargoed countries will be provided by
the DSAA (also see 100120.G.).

8. Within ten days of a suspension notification, the IA will advise DSAA of the impact
of the suspension. This should include the identification of major items and significant secondary
items that are within the DTS and which are scheduled for release to the embargoed country within
30 days, and those items that are on order but which have not been shipped. As soon as possible
and not later than 21 days after the suspension, DSAA should be advised of all other materiel that
is either enroute, scheduled for shipment within 30 days, or on order but unshipped. The latter
report should also identify the total unused dollar value on blanket order and CLSSA (FMSO II)
cases.

B. Suspension of delivery is not the same as FMS case cancellation or contract termination
action. DoS may extend a suspension to become a cancellation in accordance with AECA Secs
2(b) and 42(e). If State makes this decision, case cancellation and contract termination will be
directed by DSAA. Specific guidance about disposition of items, funding, etc., will be provided
after a case-by-case review.

C. DoS has responsibility for issuing instructions with respect to revoking and refusing to
issue export licenses and will deal directly with foreign government representatives in cases where
title has passed to the Purchaser but which may be in storage or in transit within the United States.

203-8 Change No. 6, 10 May 1994



DOD 5105.38-M

TABLE OF CONTENTS

CHAPTER THREE

RESPONSIBILITIES AND RELATIONSHIPS

Page

Section 300 - Responsibilities 300-1
30001 General 300-1
30002 The Department of Defense 300-1

Table 300-1 Decision Channels for Security Assistance 300-8 *
Table 300-2 Armaments Cooperation Decision Relationships

for SAOs 300-9 *
Table 300-3 Armaments Cooperation Programs 300-10 *
Table 300-4 SAO Security Assistance Program Management

and Oversight Functions 300-11 *
Table 300-5 SAO Armaments Cooperation Functions 300-13 *

Section 301 - Relationships 301-1
30101 Channels of Communications 301-1
30102 Directives and Record Communications 301-1

300-i Change No. 4, 2 March 1992



DOD 5105.38.M

[This page intentionally left blank.]

300-ii Change No. 4,2 March 1992



30001. DOD 5105.38-M

CHAPTER THREE

RESPONSIBILITIES AND RELATIONSHIPS

Section 300 - Responsibilities

30001 GENERAL.

A. Within the Executive Branch, the NSC, the OMB, the Department of the Treasury, and
others all have responsibilities related to security assistance. However, aside from the President,
the principal legislated responsibilities fall to the Secretary of State and to the DoD.

1. The Secretary of State is responsible for continuous supervision and general direc-
tion of the program. This includes determining whether there will be a program for a particular
country or activity and, if so, its size and scope. It also includes the determination of whether a
particular sale will be made and, if so, when.

2. The SecDef is responsible primarily for establishing military requirements and for
implementing programs effecting the transfer of defense articles, and services.

B. The Congress authorizes and appropriates the funds for the USG financed portions of
SA. Congress also has an oversight role with respect to the sale of defense article, and services to
foreign countries and international organizations.

30002. THE DEPARTMENT OF DEFENSE.

A. The growing size, complexity, and importance of the SA program requires that
recommendations, decisions, and implementing actions be coordinated and tracked in a timely
manner to ensure coherent support of foreign and national security objectives. Several
departments, agencies, and offices are involved in the coordinations. (See Table 300-1.)

B. The SecDef has directed a DoD-wide emphasis on NATO Defense Cooperation in
Armaments to embody armaments cooperation, DIC, reciprocal MOU implementation, and SA. It
is essential that Defense Cooperation in Armaments activities be coordinated and tracked in a timely
manner. See TatiK 300-2 for channels of decision for Defense Cooperation in Armaments. Table
300-3 lists Defense Cooperation in Armaments programs and the OSD office of responsibility.

C. Detailed requirements relating to security assistance are found in the FAA, AECA, and
Executive Orders that give SA authority and responsibility to the SecDef. There is additional detail
in applicable DoD directives, instructions, terms of reference, and in specific memoranda signed by
high level defense officials. In general, the major responsibilities of the principal DoD components
are:

1. USDP acts for the SecDef and is his principal representative and spokesman on SA
matters. He works closely with the Director, DSAA, who provides staff support for SA matters.
USDP is responsible for overall policy and relationships in regard to the NATO Alliance, and
individual nations therein and other alliances and security partners and to ensure that both US and
allied technology receive the appropriate and necessary protection through management of
technology security. USDP will provide coordination with State for all bilateral/multilateral
agreements.
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2. The OUSD(P) Assistant Secretaries with regioral responsibilities have an interest **
and coordination responsibilities in security assistance policy that directly affects their regions and
work with the Director, DSAA, on regional SA policy matters and budget development.

3. USD(A&T) in coordination with USD(P) is responsible to promote coordination, **
cooperation, and mutual understanding of all matters related to assigned activities, both inside and
outside of DoD, including oversight and policy formulation for international agreements on
systems acquisition matters with NATO allies and other friendly nations. Serves as National
Armaments Director (NAD) and interfaces with allied NADs. Responsible for delivery and
movement policy and policy formulation for international logistics and military construction
agreements and implementation of coproduction agreements with NATO allies and other friendly
nations in coordination with USD(P). Also responsible for development of policies, systems,
plans, and reviews directed at industrial base and resources, industrial preparedness, production
and manufacturing support, technical data management. The DoD procurement focal point for
armaments cooperation and international acquisition policy.

4. ASD(C) establishes policy and procedures involving financial management, fiscal
matters, accounting, pricing, auditing, and international balance of payments as these matters relate
to security assistance.

5. DSAA is the principal organizational element through which the SecDef carries out
his responsibilities for SA. It serves as the DoD focal point and clearinghouse for tracking arms
transfers, budgetary, legislative, and other SA matters through the analysis, coordination,
decision, and implementation processes. It keeps all concerned elements of the DoD informed
about the status of ongoing SA actions and raises issues through appropriate channels when
decision of higher authority is required. The agency is also responsible for the conduct of
international logistics and sales negotiations with foreign countries, and the maintenance of liaison
with and the provisions of assistance to US industry in the export of military equipment and
services. All authorities conferred on the SecDef by the FAA and the AECA, and all authorities
under those acts delegated by the President to the SecDef, are redelegated to the Director, DSAA.

6. The Secretaries of the MILDEPs advise the SecDef on all SA matters that have an
impact on their departments. They act for the SecDef on SA matters only when the responsibility
has been specifically delegated. The Secretaries also ensure that their departments are responsive
to the SecDef (or to those to whom an appropriate delegation of authority has been made).

7. MILDEPS have the performance of SA as an integral part of their overall defense
mission. They procure and provide defense articles and services to meet approved SA
requirements. They also are responsible for providing information necessary to ensure that proper
SA planning can be accomplished; e.g., information related to production capacity that is
associated with integrating MILDEP and SA procurement planning.

8. The Director, DLA advises the SecDef on all SA matters impacting on or relating to
DLA and acts for the SecDef where responsibility for such action is delegated. DLA is responsible
for preparing FMS cases for articles and services managed for DoD by DLA, including cataloging ,
services, contract administration services on US allies' commercial contracts for defense supplies
and equipment produced in the US, and the sale of DoD and MAP disposable defense articles.
DLA will coordinate on military service FMS cases relating exclusively to medical equipment and
supplies, clothing and textiles (C&T), subsistence, and bulk petroleum. As the item manager for
consumable stock-funded secondary items, DLA supply centers will work closely with the military
services in filling requisitions, processing RODs, case closure, and other actions related to items
for which they are the managers.
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9. JCS correlates SA objectives with joint military force planning. The Chairman of
the JCS provides the SecDef with military advice on SA. The OJCS and, as appropriate, the JCS
shall provide a military perspective and advice on proposed transfers of MDE and technology and
participate in national disclosure policy considerations.

10. The Unified Commands have SA and Armaments Cooperation responsibilities; i.e.,
to correlate programs with regional plans, provide military advice, support the SAOs, and
contribute to the budget development process.

11. Security Assistance Organizations.

a. The generic term SAO encompasses all DoD elements, regardless of actual
title, located in a foreign counL,'y with assigned responsibilities for carrying out security assistance
management functions under Section 515 of the FAA. This section of the law authorizes members
of the MILDEPs to be assigned in foreign countries to manage SA programs administered by the
DoD by performing one or more of the following functions:

(1) Equipment and services case management

(2) Training management

(3) Program monitoring

(4) Evaluation and planning of the host government's military capabilities
and requirements

(5) Administrative support

"(6) Promoting RSI, and other armaments cooperation measures among
members of NATO and with the Armed Forces of Japan, Australia, and New Zealand

(7) Liaison functions exclusive of advisory and training assistance

b. The purpose, under US law, for establishing and assigning personnel to an
SAO is for in-country management of international SA programs conducted under Chapter 2 and
Chapter 5 of the FAA and under the AECA. The programs include grant military assistance
(including those grant programs provided under the authority of Peacekeeping Operations, Section
551, Chapter 6, FAA), IMET, and FMS. The SAO is the in-country mechanism, as authorized
under DoD Directive 5132.3, under the direction and supervision of the Chief of the US
Diplomatic Mission, for ensuring that DoD SA management responsibilities, prescribed by US law
and Executive direction, are properly executed.

c. The functions which should normally be performed by SA personnel assigned
to the SAO under the authority of FAA Sec 515 are as follows:

(1) Program Management and Oversight. These functions are described as
providing the in-country management oversight of all SA activities; to ensure they are conducted in
a proper and legal manner and to provide the interface for the exchange of information and advice
between the host nations' military establishment, the Chief of the US Diplomatic Mission, and
DoD components responsible for the SA programs. This includes promotion of RSI, and other
armaments cooperation measures among members of NATO and with the Armed Forces of Japan,
Australia, and New Zealand in connection with SA programs.
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(2) Advisory and Training. Personnel assigned to SAOs may provide
advisory and training assistance to the host country military establishment; however, this assistance
must be kept to an absolute minimum and cannot impact on the ability of the SAO to fully perform
its SA management responsibilities.

(3) The Chief of the SAO, when designated the United States Defense
Representative (USDR), will comply with DoD Instruction 5105.47, US Defense Represenm'ives
in Foreign Countries, on all matters relating to USDR. In general terms, the Chief will provide
oversight and in-country supervision of personnel assigned to non-SA functions in addition to his
SA functions and will serve as a channel of communications between non-SA personnel and the
appropriate interested agencies, the UCOM, JCS, and DSAA, as well as facilitating interface with
the host government and the Chief of the US Diplomatic Mission.

d. Those functions which are more properly performed by other than SA
personnel assigned and funded under the authority of FAA Sec 515 are broken into the following
categories:

(1) Advisory and Training. If direct advisory and training assistance is
required for a specific purpose (particularly such assistance related directly to an FMS case), it
must be provided by TAFrs, TATs, MTTs, or similar teams authorized by the FAA or the AECA
and paid for by the host country through a case.

(2) Armaments Cooperation. Provide for the required in-country liaison,
administration, information exchange and other activities in applicable countries in support of the
Nunn initiatives, allied participation in the SDI, the implementation of bilateral DIC MOUs, and
other related armaments cooperation initiatives. When personnel are required to be dedicated to
Armaments Cooperation, such personnel will be funded from other than SA sources. Personnel
shall be under the supervision and oversight of the SAO Chief.

(3) Collateral Duties. Assignment of collateral duties must have the approval
of the Chief of Mission. These collateral duties most often relate to functions performed on behalf
of US forces under the direction of the CINC. If these duties are to be conducted on a permanent
basis, a review and classification prior to assignment to determine appropriate funding category
should be conducted and provided to the UCOM and the Director, DSAA. These duties may be
performed by SAO personnel if they do not detract from the SAO's ability to efficiently perform
the SA mission.

e. Following are the general criteria for reviewing, requesting, and approving
SAO manning authorizations:

(1) The functions of the SAO as a whole and of each of its members must be
related primarily to SA management. SAO manning must be justified based on the SA duties to be
performed. If it is a SA management requirement, manning should be requested and funded
through SA channels. If the requirement involves training and advising, it should be funded by the
country. If the requirement is non-SA, manning requests should be justified and processed with
the UCOM Special Activities Joint Manpower Program (JMP) and funded by other appropriation
(e.g., O&M, MPA, or R&D).

(2) When a major US policy initiative with a country results in the need for
personnel to support exercises, prepositioning, ship visits, or other efforts, these personnel should
be provided under other appropriations. When these functions gradually accrue to the SAO, it is
more difficult to determine the threshold at which personnel should be shifted to other
appropriations or new personnel added. As a general rule, an individual should be on the SA JMP
if he spends 50 percent or more of his time performing SA functions. Conversely, personnel
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spending 50 percent or more of their time performing non-SA functions should be carried as, or
transferred to, an alternatively funded position.

(3) Problems can arise when a number of individuals in an SAO each accrue
non-SA functions while performing mostly SA functions. During manpower reviews and upon
the occasion of a request for increased manning, these functions should be sorted out, and if one
man-year or more of the SAO's effort is devoted to O&M, MPA, R&D, or other functions, those
functions should be combined into a single position, if possible, and funded accordingly.

(4) Many SA functions can be satisfied either by personnel who are
permanently assigned to an SAO or by temporary personnel paid by the country on a case; i.e.,
TAFTs, TATs, MTTs. In this case, the degree of involvement, the extent of dedicated effort
required to perform the function will be the determinant. In general, temporary personnel from
outside the SAO should be used to accomplish SA functions if those functions would detract from
permanently assigned SA personnel performing their primary management and oversight duties or
if it involves dedicated training and advising functions performed in the field or at least outside the
local MOD central office. Permanently assigned SA personnel should not be dedicated to a single
project when its primary purpose is to assist the host government in a function in which the host
government should be ultimately self-sufficient. Dedicated planning, training, advising, and
management of logistics centers are a few examples of SA functions that should be paid for by the
host government.

(5) The determination of which positions, if any, will be added or changed to
another funding source will be based on UCOM, JCS, and DSAA assessment of the extent of the
degradation of the SA mission performance by non-SA duties. Any revised manpower costs as a
result of such changes will be processed under the regular procedures of the JCS and applicable
directives and will be coordinated with appropriate DoD offices.

(6) The SAO can provide normal administrative support for personnel
assigned in country to perform non-SA functions so long as such support does not reach a level
that would require additional administrative personnel. If the support for non-SA personnel
requires additional administrative personnel, O&M, MPA, R&D, or other funded billets should be
provided.

(7) Positions that are approved by authority other than an SAO JMP to
perform non-SA functions under the oversight and supervision of the Chief of the SAO (or in his
capacity as the US Defense Representative) should be clearly identified as such on the SAO JMP
but not as an SAO personnel authorization.

f. A listing of appropriate SAO program management and oversight functions is
at Table 300-4.

g. A listing of appropriate SAO Armaments Cooperation functions is at Table
300-5.

h. The SAO is responsible for safeguarding US classified information located in
foreign countries which is required for conduct of the SA mission. Except for classified
information that has been authorized for release to a foreign government or international
organization pursuant to DoD Directive 5230.11, and is under the security control of that
government or organization, the retention of US classified materiel is authorized only if it is
necessary to satisfy USG requirements of the SA mission. This includes classified materiel
temporarily transferred into a foreign country via USG personnel authorized to escort or handcarry
such materiel. Whether permanently or temporarily retained, classified materiels shall be stored
under USG control as follows:
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(1) At a US military installation, or a location where the US enjoys rights of
inviolability, such as an embassy or consulate.

(2) At a USG activity located in a building used exclusively by USG tenants,
provided the building is under 24-hour control by USG personnel.

(3) At a USG activity located in a building not used exclusively by USG
tenants nor under host government control, provided the classified materiel is stored in security
containers approved by the GSA and is placed under 24-hour control by USG personnel.

(4) At a USG activity located in a building not used exclusively by USG
tenants but which is under host government control, provided the classified materiel is stored in
GSA-approved security containers which are further secured in a locked room or area to which
only USG personnel have access.

(5) When host government, including locally hired foreign national USG
employees, and USG personnel are co-located, US classified materiel that has not been authorized
for release to the host government pursuant to DoD Directive 5230.11 shall, to the extent possible,
be segregated from releasable classified materiel to facilitate physical control and prevent
inadvertent compromise. However, US classified materiel that is releasable to the host country
need not be subject to the 24-hour US control requirement provided the host government exercises
its own control measures over the pertinent areas or containers during non-duty hours.

(6) Foreign nationals shall be escorted while in areas where non-releasable
US classified materiel is present. However, when required by operational necessity, foreign
nationals may be permitted, during duty hours, unescorted entry to such areas provided the non-
releasable information is properly stored or is under the direct personal supervision and control of
cleared USG personnel who can prevent unauthorized access.

(7) Foreign nationals employed by the USG in SAOs or in other US
installations may not have access to US classified information unless specifically authorized under
a Limited Access Authorization (LAA) issued in accordance with Chapter HI, DoD 5200.2-R. As
the LAA is issued under the condition that access is not inconsistent with determination of
releasability to the country of which the individual is a citizen, the requirements for control of non-
releasable US classified information also apply to foreign nationals employed by the US.

Procedures for implementing AECA Sec 21(c)(2) require a report to Congress,
under certain conditions, within 48 hours of the existence or change in status of significant
hostilities or terrorist acts, or a series of such acts, that may endanger American lives or property.

(1) The report is required when all the following criteria are met, including
instances where there is doubt in this regard:

(a) US military or US civilian personnel are in-country performing
services under the AECA or the FAA, other than those assigned to SAOs. The term "defense
services," does not include administrative services performed by the SAO assigned with the US
diplomatic mission to manage SA. The term "US civilian personnel" means USG civilian
employees and United States employees of US firms under DoD contracts financed by SA funds,
including FMS customer funds. If the SAO is the subject of hostile or terrorist acts, but there is no
one else in country performing defense services, a report to Congress is not required.

(b) The existence or the change in status of hostilities or terrorist acts
from the previous situation must be of a meaningful nature.
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(c) The hostilities or terrorist acts constitute a general threat to Americanlives or property.

(2) Responsibility for identifying these situations rests with the Chief, SAO.
The SAO will transmit a message by the most rapid means available to USD(P); DoD General
Counsel (GC); CJCS; CINC UCOM; Director, DSAA; Director, DIA; and Secretary of State.

(3) The SAO report must show the identity of the country; description of the
hostilities or acts, including an explanation of how they constitute a meaningful change in the
existing situation; the estimated number of US personnel present in country; and any additional
information needed to assist report recipients in evaluating the situation.

(4) Upon receipt of a report, the Director, DSAA, through DSAA GC, will
consult immediately with the DoD GC, providing relevant facts and a recommendation as to
whether a report to Congress under Sec 21(c)(2) should be made. DoD GC will then consult with
USD(P), CJCS, DoS, and others as appropriate, to determine whether a report to Congress will be
made and will advise the SecDef or DepSecDef of the conclusion.

(5) If a report to Congress is required, DoD GC will advise the Director,
DSAA, and provide an approved draft of the report. The Director, DSAA, will submit the required
report to Congress. If a report is not required, DoD GC will prepare a memorandum for record
and provide a copy to Director, DSAA.
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II
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TABLE 300-1. Decision Channels for Security Assistance.
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TABLE 300-2
ARMAMENTS COOPERATION DECISION RELATIONSHIPS FOR SAOs
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IN COUNTRY

LEGEND: Direction
.... Coordination

TABLE 300-2. Armaments Cooperation Decision Relationships for SAOs.
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TABLE 300-3
ARMAMENTS COOPERATION PROGRAMS

TYPE OF PROGRAM RESPONSIBLE OFFICE

1. U.S. development and acquisition, involving the expenditure
of U.S. funds, or equivalent compensation, to acquire foreign USD(A)
technical information or components.

2. Joint U.S.foreign development programs involving shared
efforts and expenditure of U.S. funds or equivalent compen- USD(A)
sation.

3. Foreign production of U.S. designed equipment (i.e., copro-
duction) under predominantly commercial arrangements with USD(A)
shared product improvement potential involving U.S. funds
committed or anticipated.

4. Foreign production of U.S. designed equipment, under either
commercial or FMS arrangements, with no U.S. program or DSAA
commitments involved (but with flowback included without
charge).

5. Foreign production of U.S. designed equipment (i.e., copro-
duction with anticipated or committed U.S. second source
utilization (foreign countries acquisition of U.S. data or USD(A)
equipment by means of either commercial or FMS arrange-
ment is secondary issue).

6. Foreign production of U.S. designed equipment (i.e., copro-
duction) where principal issue is acquisition of data or equip- DSAA
ment from U.S. sources, via FMS or commercial, without
U.S. commitment or funding for second source.

7. Sale of U.S. equipment or services in order to further the
foreign production of U.S. designed equipment with no U.S. DSAA
commitment or funding involved.

8. Cooperative logistics support arrangements for alliance fielded ASD (P&L)
equipments.

TABLE 300-3. Armaments Cooperation Programs.
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TABLE 300-4
SAO SECURITY ASSISTANCE PROGRAM MANAGEMENT

AND OVERSIGHT FUNCTIONS

Maintain liaison among DOD components, the appropriate elements of the U.S.
Diplomatic Mission, and the foreign defense organization in order to:

1. Enable the foreign government to acquire information needed to make decisions concerning
the acquisition, use, and required training involved in obtaining defense articles and services
from the United States through SA programs (keeping in mind that the host countries are to be
encouraged to establish and depend, to the extent possible, upon their own procurement
missions in the United States).

2. Obtain information needed to evaluate host military capability to employ and maintain equip-
ment being requested and to assist, as required, in the processing of the foreign government's
security assistance proposals.

3. Enable the United States to request the foreign government to take action in order to facilitate
the timely, efficient, and responsible implementation of approved security assistance pro-
grams.

4. Assist U.S. Military Departments and their subordinate elements in arranging for the receipt,
transfer, and acceptance of security assistance materiel, training, and other services for recipi-
ent countries.

5. Monitor the progress of DOD security assistance programs and transactions, initiating appro-
priate remedial action or advising appropriate DOD components on problems and issues
encountered.

6. Perform required in-country programming, planning, management, and implementation func-
tions relating to FMS and International Military Education and Training programs.

7. Keep host country military officials informed on appropriate U.S. security assistance laws,
policies, and procedures.

8. Monitor FMS billing statements and payments and keep the appropriate host military
informed, as necessary, on financial requirements and procedures.

9. Engage the host military, to the extent practicable, in cooperative planning for total military
acquisitions in an orderly fashion over a three- to five-year planning period.

10. Enable the United States to acquire information concerning potential future defense acquisi-
tions by the foreign government and anticipate demands on U.S. resources.

TABLE 300-4. SAO Security Assistance Program Management and Oversight
Functions.
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11. Observe and report on the utilization by the host country of defense articles, defense services,
and training of U.S. origin. This function should be carried out as a secondary duty. How
and to what "xtent such observation and reporting should and can be done will vary consider-
ably from country to country, and thus no standard procedures are prescribed. The process
for accumulation of information should use all available resources (e.g., country reporting or
documentation, TDY personnel assigned in country performing other duties, other elements
of the U.S. Diplomatic Mission, and spot checks during the normal course of SAO duties and
travel). Reporting should be done on an exception basis through established security assis-
tance channels. Records, as accumulated, should be kept on file at the SAO.

12. Assist the host government in the identification, administration, and proper disposition of
security assistance materiel that is in excess of current needs.

13. Provide input to the Chief of the U.S. Diplomatic Mission for preparation of the Annual Inte-
grated Assessment of Security Assistance and the Consolidated Data Report.

14. Coordinate and supervise the activities of all personnel, other than those assigned to the SAO
under the authority of Section 515 of the FAA, who are in country under DOD sponsorship
(excluding DIA) or other SA authority.

15. When authorized, coordinate and facilitate the interface between U.S. defense industry repre-
sentatives and the host nation defense establishment, and provide oversight for in-country
RSI and DIC agreements and initiatives.

16. Manage the C-12 aircraft activities, when assigned to the SAO.

17. Perform SAO administrative functions to include preparing and administering the SAO budget
and continuously reviewing SAO organizational and manning requirements consistent with
U.S. law and DOD manning criteria.

TABLE 300-4. SAO Security Assistance Program Management and Oversight
Functions. (Continued)
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TABLE 300-5
SAO ARMAMENTS COOPERATION FUNCTIONS

1. In support of overall armaments cooperation activities:

a. Liaison for Armaments Director to counterparts in host country Ministry, services and
industry for.

"* Representations,
"* Information exchange,
* Coordination of contacts,
* Advisor on in-country technical capabilities and military developments.

b. Advisor/liaison for Armaments Director for cooperation in research, development, pro-
duction and support of military systems for.

* Identification of possibilities and contacts,
• Transmittal of proposals and liaison with contacts,
"* Point of contact for exchange of data, information, and questions on DOD and

NATO cooperative initiatives and programs,
"* Stimulation of host country participation in cooperative initiatives (e.g., emerging

technologies, SDI, Nunn Amendment concerning cooperative projects),
* Participation in negotiations for initiation and continuation of cooperative programs

and monitor ongoing programs,
* Identification of problem areas and proposing solutions.

2. In support of specific armaments cooperation (AC) activities:

a. Liaison for DOD planning and advisory activities intended to develop defense industrial
capabilities in those nations with whom we have a formal AC agreement:

* Identification of host country defense industry needs and capabilities,
* Point of contact for exchange of data,
* Monitoring and assessment of projects under way.

3. In support of specific reciprocal defense procurement MOU/MOA implementation:

a. Substantive and administrative participation and support for

* Bilateral MOU/MOA meetings,
* Renegotiation of MOU/MOAs and negotiations of annexes to MOU/MOAs,
* Seminars (government and industry) intended to explain acquisition practices.

b. Point of contact for MOD and foreign firms on DOD acquisition and logistics practices
and contacts for:

• Explanation of DOD practices,
* Identification of DOD contacts,
* Interface with host country staff/organizations where implementing annex exists.

TABLE 300-5. SAO Armaments Cooperation Functions.
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c. Point of contact for OSD and foreign governments to support initiatives to establish new
reciprocal procurement MOU/MOAs.

4. Applicable to all of the above categories are other activities including:

a. Monitoring participating arrangements for protection of U.S. and allied technologies and
military systems as necessary to ensure continued cooperative activities.

b. Coordinating host country cooperative activities such as hosting meetings with U.S.
theater force activities, U.S. Mission NATO activities, and representatives of CONUS
organizations located in host country involved with armaments cooperation/DIC.

c. Providing liaison and advisory support for the Services' activities in support of coopera-
tive programs.

d. Providing administrative support for visits in connection with above.

e. Serving as POC for U.S. defense industry visits.

TABLE 300-5. SAO Armaments Cooperation Functions. (Continued)
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[ SECTION 301 - Relationships

30101 CHANNELS OF COMMUNICATIONS.

A. Personnel assigned to SAOs serve under the direction and supervision of the Chief of the
United States Diplomatic Mission to the extent provided by law and in accordance with the Presi-
dent's letter to Chiefs of Missions (COM). Unified Command security assistance responsibilities
include the provision of necessary technical assistance and administrative support. The chief,
SAO, shall ensure that all activities and those of his organization and fully coordinated with the
COM.

B. The primary channel of communication is direct between the in-country SAO, the DSAA,
and the MILDEP security assistance elements as appropriate. Information copies of com-
munications of record are provided to the Unified Command for evaluation and comment as
specified by the Unified Commander.

C. The Services maintain overseas offices directly under their Commands which coordinate
acquisition activities, identify technological capabilities, stimulate participation in joint projects and
fund local basic research and studies. Recognizing the potential of these Service offices to the
SAOs, formal liaison arrangements will be established locally, with applicable unified command
cognizance, to maximize complementary activities.

30102 DIRECTIVES AND RECORD COMMUNICATIONS. Security assistance direc-
tives and record communi-cations to the Unified Commands, SAOs, and MILDEPs that have
military operational or policy implications require coordination with the OJCS. All JCS SA
directives and record communications to the Unified Commands (e.g., new fighter aircraft sales
policy recor"rnendations), SAOs, and MILDEPs require coordination with the Director, DSAA. If
appropriate, the Director, DSAA will coordinate further within the Office of the SECDEF and the
Executive Branch.
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CHAPTER FOUR

SECURITY ASSISTANCE PLANNING

Section 400 - General

40001 PURPOSE AND SCOPE. The purpose of this chapter is to discuss the SA planning
process; i.e., where it fits into the national security planning process and the importance it has in
terms of dealing with foreign countries. The process demands flexibility, but requires standardized
inputs from disparate sources. The process has to incorporate the realities of foreign policy,
defense policy, and production line constraints. For these reasons, SA planning happens in many
places and at many levels. The challenge faced by those involved is to integrate the many planning
efforts and processes into a workable and useful set of procedures and outcomes.

40002 BASIC POLICIES.

A. National Security Objectives. SA supports the foreign policy and national security
objectives of the United States. DOD security assistance activities shall be in consonance with
U.S. military strategic plans and objectives and guided by the policy and planning guidance issued
by the SECDEF, and by guidance and policies issued by the Secretary of State.

B. Foreign Government Resnonsibilities. The fundamental responsibility of foreign
governments to determine the nature of their own security interests and paths of their own progress
shall be recognized.

1. SAO Assistance. One of the essential functions of the SAO is to assist in the
"evaluation and planning of the host government's military capabilities and requirements."
(Section 515(a), FAA.)

2. Release of Guidelines and Data. Involvement of the foreign government in
SA planning and programming inevitably entails the release to it of essential guidelines and data.

a. Unclassified Information. Unclassified information may be released to
the concerned country or international organization as appropriate. Unclassified price data may be
released to concerned countries and international organizations subject to their understanding that
prices are provided for procurement planning and related purposes only, and that prices quoted are
estimates which are subject to modification.

b. Classified Information. Classified information as to tentative plans and
programs may be released to concerned countries and international organizations to the extent
necessary for its effective participation. However, classified dollar levels of tentative country or
organization programs may be released only with the specific permission of DSAA with the
concurrence of the Department of State.

c. Apnroval of Release of Information. Release of all SA information to a
foreign government or international organization will be made through, or with the approval of, the
Chief of the U.S. Diplomatic Mission.
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C. iomm•m•,,t. Discussions and communications between DOD and foreign officials
incidental to development of plans, programs, and related data will be conducted in such a way as
to insure mutual understanding that such exchanges do not constitute or imply any commitment on
the part of the U.S. (DOD Directive 2100.2).

D. Economiec Capabilities. Security assistance plans and programs shall take into
consideration the economic capabilities of the foreign country concerned and the support provided
by third countries. Except for overriding military considerations, the build up of military forces
that the recipient country ultimately cannot support shall be discouraged. In providing assistance to
less developed countries, emphasis shall be placed on the development of their capabilities to
organize, employ, and manage national resources allocated to defense.
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Section 401 - Planning Dimensions

40101 PLANNING CONSIDERATIONS.

A. Objectives of Long-Range Planning. The objective of long-range planning in SA
is regular, orderly program implementation. The transfer of end-items is necessarily accompanied
by planning of follow-on support, logistics, and other elements of continuity. The reliability of the
US.. on a long-term basis depends on this "total package approach."

B. Limitations on Planning. Planning in SA is not possible in the same way the DOD
plans in the FYDP and program-budget process. This is because the USG does not promote sales
(except in rare instances), financing is obtained only on a year-to-year basis and is, in most
instances, not assured for the long term. Moreover, the USG does not plan for countries;
countries must do their own planning and must set their own priorities. The level of planning
capability varies from country to country; the more sophisticated the planning in a country, the less
likely the country is to make the U.S. privy to its plans. Lastly, crises, conflicts, and other events
frequently intervene to change directions in programs and overall financing allocations. Within
these limits, however, some estimates of needs and priorities can be made, and every effort must
be made to anticipate the shape of the future without expecting that it will result in a directive plan.

C. Planning is Required in Three Basic Areas: Budget. Procurement. and
1yfitkaI. These are discussed below in the context of three basic communities.

1. The Security Assistance Budget.
• Need for defensible country programs
"* Need for continuity in levels
"* Need to be responsive to crises and new initiatives during the year

2. ProruremenL.
"* Need to avoid diversions/withdrawals from stocks
"* Need to integrate FMS with DOD purchases
"• Need to smooth production
"* Need to maintain production base
"* Need to control technology transfer

3. Planning with Countries.
"• Responding to defense needs
"• U.S. as a reliable security partner
"* Sustaining the relationship

D. Security Assistance Planning Communities. The three separate planning tracks
each has its own community of actors. The SA communities are illustrated in Table 401-1.
Coordination among the three groups can be tenuous, and it is not possible to describe an overall
SA plan which covers all three.

40102 U.S. GOVERNMENT PLANNING APPROACH.

A. Planning Groups. Basically there are two groups who plan with countries--the
"Washington Team" and the "Country Team - SAO." The Washington team may be either a con-
sultative or a "survey" team--dispatched for a particular reason, for a particular type of planning;
e.g., air defense. The Washington team may also be the group that is associated with any form of
the Joint Military Commission (JMC) and have very senior as well as more junior members.
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Whether or not a JMC is involved, the SAOs have preparatory tasks that have to get done if the ,
team visit is to be a success. ,

B. Interrelated Nature of Planning. All three tracks are interrelated. Table 401-2 lays
out the cross-cutting nature of the SA and arms sales process.

C. Non-Linear Process. The entire SA community is always engaged in the different
stages associated with three fiscal years' worth of planning, budgeting, legislating, etc. As
explained above, there is a constant interaction between the three planning tracks. It requires effort
to follow the entire process, and to fully understand what is happening at any given time. For the
sake of simplicity, a linear layout of the budget and procurement process is presented in Table 401-
3, in the case where financing is required. This illustration is useful-as a time line--but one must
bear in mind each of the separate planning track discussions.

D. Planning Instruments. Several planning tools already exist for use by the three
planning communities.

1. Annual Integrated Assessment for Security Assistance. The single most
important planning instrument is the AIASA which is prepared by the country team. The shape
and form of the AIASA reflect the information needs of both Washington and the unified
commands in the decision-making communities. The AIASA also provides certain information
required as part of the federal budget development process. If the annual AIASA submission is
timely and complete it has a strong impact. If the AIASA is late or incomplete, it has reduced
effect. Subsequent to submission of the AIASAs and the completion of initial staffing by-the
Departments of State, Defense, Treasury, etc., the Security Assistance Program Review Working
Group (SAPRWG), meets to review the SA programs for the budget year. After this staff effort,
formal interagency coordination takes place before State submits the budget to OMB. If State and
OMB disagree, resolution of issues may take place in the White House Budget Review Board.

2. SA AECA Sec 26 Survey Teams. Teams consisting of USG personnel, along **
with host country, commercial contractor, or other representatives, conduct surveys in a country,
as requested by the country. These teams review country military capabilities and deficiencies,
generally or in a specific area, and make recommendations on how to meet SA objectives. These
include defense requirements surveys, site surveys, general surveys or studies, and engineering
assessment surveys. Funding is discussed in Section 702. Logistics conferences for prograr
definitization, as discussed in Section 701, are excluded. A comprehensive survey of a country's
military capabilities may be requested at the time a new SA program is initiated in order to provide
a baseline for program development. More often, surveys are conducted in the context of on-going
programs to address specific needs. Additional information on survey teams is provided in Table
401-4.

3. Materiel Notices. These notices are to inform countries of events which will **
have an impact on their ability to acquire or support an item through FMS, such as a scheduled
termination of production. They may require a country to submit an LOR by a certain date to
ensure its ability to acquire the item or associated support.

a. IAs may consider preparation of notice messages or letters under conditions
such as when US production for the items is scheduled to end (for support items, also see Section
80204) or the US is making a periodic buy of items for which there is known foreign demand.

b. Notices will be disseminated only to those countries that have previously shown
an interest in the item. Interest might include purchase, request for P&A data or an LOA for which
data has been released, or purchase of weapon systems which utilize the item. lAs will assure that
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countries addressed on the Notices are eligible to purchase the item under the NDP. The final
eligibility determination will be made by DSAA in coordination with DOS.

c. Notices will initially be developed within the cognizant MILDEP. The MILDEP
will coordinate proposed notices with other involved DOD Components and then with DSAA,
through DSAA/OPS-E, prior to dispatch.

d. Notice correspondence must include rationale for issuing the notification, the

final date for receipt of an LOR, and the final date for acceptance of the LOA.

40103 SECURITY ASSISTANCE IN WARTIME. **

A. Under normal FMS procedures, we are precluded from making commitments which
would extend into wartime. The US will continue SA programs to the extent that US national
security requirements permit.

B. The following AECA Sec 42(e)(1) provision is contained in each LOA:

Each contract for sale entered into under Sees 21, 22, 29, and 30 of this Act, and
each contract entered into under Sec 27(d) of this Act, shall provide that such
contract may be cancelled in whole or in part, or its execution suspended, by the
United States at any time under unusual or compelling circumstances if the national
interest so requires.

C. While FMS arrangements may be cancelled in certain situations, it may be in the US
interest to continue some or all of the arrangements. It is probable that assets will be insufficient to
meet all requirements. Outlined below are some of the considerations and a summary of possible
alternatives.

1. DSAA, through the lAs, will identify materiel in the FMS pipeline and the Director,
DSAA, in consultation with OJCS, will reallocate this materiel among FMS countries. OJCS will
consult with the UCOMs as necessary.

2. In most situations, SA will continue. It may increase for some countries directly
involved in the emergency.

3. Assets may be allocated between US and FMS requirements based on the level of
conflict and other pertinent factors.

4. The OJCS Joint Materiel Priorities and Allocation Board (JMPAB) may review
requirements based on MILDEP/UCOM input and recommend to the SECDEF a worldwide
Allocation Plan. At some point, the US and FMS logistics flow may be merged into a single
pipeline allocated to the theater by the JMPAB. Within theater, the UCOM may allocate to US,
allied, and friendly forces.

5. A Presidential Determination might be proposed to exercise emergency authorities;
e.g. waiver of AECA Sec 36(b) pre-sale notification requirements or authority to bill after delivery
(AECA Sec 21 (d)).

6. After consultation between DOS and DOD, emergency legislation might be presented
to Congress to meet the needs of the situation; e.g., modification of Congressional reporting
requirements or a supplemental SA funding request.
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TABLE 401-1
SECURITY ASSISTANCE COMMUNITIES

State DOD State OMB State Services
Regions Regions T+PM PM

Country Budget ProcurementKrocuremenTrack Track Track

DSAA SAOs DSAA DSAA Ops DPC

Ops Plans & Plans

Country Track
Feed-In

* Services as • Regions/SAOs
Imptementers as Advocates

TABLE 401-1. SECURITY ASSISTANCE COMMUNITIES.
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TABLE 401-2
COMMUNITY INTERRELATIONSHIPS

Country needs f'mancing Country Country needs equipment
to buy equipmenty Affairs

•S.AOs interface
•Stlate & ISA Regions

Budget • Services implement Procurement
Affairs Affairs

" Congress has money Services have equipment
State puts up budge State decides to sell it

" OSD "weighs in" SECDEF makes it available
NDPC and JCS clear

Congressional * 36(b) political visibility
Affairs

Dominant Links

[Note: If financing is not required, the Executive Branch can arrange sales with Congressional notification. If tfmancing
is required, Congressional approval of financing is necessary, and the process is longer and more uncertain.]

TABLE 401-2. COMMUNITY INTERRELATIONSHIPS.
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TABLE 401-3
BUDGET AND SALES PROCESS

Input SAPRWG Budget Presentation Bill or
from Field In Congress CRA

Allocations Requests Requests Implementation Supervision
to Countries Staffed or End-tem

TABLE 401-3. BUDGET AND SALES PROCESS.
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TABLE 401-4 **

SECURITY ASSISTANCE SURVEY TEAMS
(Under AECA Sec 26)

I. GEINERAL

A. OASD (ISA) coordinates DOD actions relating to AECA Sec 26 surveys to assess
country or international organization capabilities and to identify future needs. This includes the
required interface with DOS, ACDA, and other agencies. Survey actions, including personnel
details, also are coordinated with OJCS and DSAA.

B. The decision to dispatch a survey team will include an assessment of US and country
impact of funding the program for which the survey is being conducted, the program's regional
arms control implications, interface with current arms sales policies, and pertinent data beyond
strictly military considerations, such as human rights factors. This information will be reflected in
the Terms of Reference developed by the UCOM or lead agency and provided to the team.

C. Teams normally will be led by DOD, with DOS invited to provide a deputy team chief of
roughly comparable rank. MILDEP affiliation shall be determined by the purpose of the survey.
For surveys to meet a requirement rather than to evaluate overall capabilities, the lead agency will
be identified during initial staffing of the requirement. When a joint team is required, the team
chief will be determined on the basis of the MILDEP having predominant interest. DOD
participation shall be limited to the minimum number required to gather effectively the technical
information necessary to prepare the report. Teams will contain representatives from other
agencies as necessary to ensure the success of the information-gathering effort. The Secretary of
State will have final authority to rule on the participation on the survey team by agencies other than
DOD, although these decisions normally are reached by DOD-DOS consensus. Concerns of other
agencies will be carefully considered in determining team composition.

D. DSAA will, based on AECA Sec 26(b) and as part of the overall Sec 36(a) quarterly
report to Congress, include a list of SA Surveys authorized during the preceding calendar quarter.
The report will include the information in paragraph 4 below.

1. The lead MILDEP is responsible for submitting the report to DSAA/OPS-E not later
than 30 days after the end of each quarter. The report will identify SA Surveys conducted during
the preceding quarter. Negative replies are required.

2. DSAA/OPS-E will review each submission and, after any required staffing, provide
a consolidated report of all SA Survey teams to DSAA/COMPT/FMSCRD for transmission with
the quarterly report to Congress.

E. Necessary staffing should be accomplished before finalization of a aforementioned
survey reports to assure that each report reflects a coordinated USG position. Coordination with
DSAA/OPS is required for each draft survey report within 30 days of its preparation. Consistent
with AECA Sec 26(c), individual SA Survey reports should not be provided to Congress unless a
specific request is received. Copies of SA Surveys will be provided only upon receipt of a request

TABLE 401-4 - Security Assistance Survey Teams
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of the Chairman of the Committee on Foreign Affairs of the House of Representatives or the
Chairman of the Committee on Foreign Relations of the Senate. The lead MILDEP should ensure
that a copy of each such request is forwarded to the Director, DSAA, for submission to Congress.

II. GENERAL TERMS OF REFERENCE

A. Teams will report to the US Ambassador, or in his absence, the charge d'affaires upon
arrival in country, and will serve under the overall supervision of the Ambassador. All formal
consultations with the host country will be conducted subject to the concurrence of the US
Ambassador, with the participation of such Embassy staff as he may direct. Prior to departure, the
team will brief the Ambassador on its preliminary conclusions.

B. The team recommendations should reflect the total package concept: end-item, ancillary
equipment, and training and logistics. Recommendations should not mirror-image US force
solutions. At least three levels of funding alternatives should be presented in the report.

C. The team should evaluate the military manpower base, its absorptive capacity, the
existing logistics support capability, the capability of the country to prevent compromise of
sensitive data and equipment, training requirements, and compatibility of recommended equipment
with that currently in the host country inventory.

D. The team will make no comment to host governments concerning possible availability of
USG resources in any form.

E. The team will not give host government any P&A data, DOD lead times on equipment, or
indicate any prospects for accelerated deliveries. The team, however, may provide general orders
of magnitude information concerning P&A for illustrative purposes. Firm estimates can be
provided only through normal channels and only in response to specific requests conveyed through
the US Embassy, not through the survey team.

F. The team will not commit the USG to the sale of any specific defense article or service.

G. The team will not provide any kind of independent assessment or confirmation of the
external threat as perceived by the host country. Release of classified information will be in
accordance with NDP-1.

H. The team will not provide military advice concerning tactics, doctrine, basing, combat
planning, or operations.

I. The team will avoid any possible indication that the USG would assist in construction of

airfields, camps, or other military facilities.

J. The team will make no commitment to follow-up technical discussion or further surveys.

K. The team will not undertake to provide the host country with an interim report.

L. The team will debrief the appropriate UCOM on its preliminary findings prior to its return
to the US.
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III. SECURITY ASSISTANCE TEAM CHECKLIST

A. Consideration of providing an SA Survey normally is a result of presenting the USG
with a significant defense sales request, or requesting the USG survey defensive capabilities and
requirements. Also, the USG may, at its own initiative, propose a survey team.

B. The normal response to the initial request for a survey shall be that the scope of the
request requires review before a decision on the survey can be given. A comprehensive review of
current defense sales restraint policies, regional arms control considerations, potential economic
impacts, and human rights implications of defense sales is then initiated.

C. DOS, DOD, and ACDA shall review the defense sales request within the context of
policy guidance, highlighting areas requiring policy decisions. DOD will prepare a preliminary
assessment of the availability of the requested equipment or services, as well as the requesting
nation's requirement for and technical ability to absorb the items in question. DOS will review the
FMF situation for the host country, where applicable. Any statement regarding FMF beyond the
current fiscal year's approved budget must receive Executive Office clearance by NSC and OMB.
Future financing contributions can only be made in accordance with prevailing procedures.

D. DOS and AID will estimate the extent of the ability of the host country to devote its
economic resources to defense purchases without an unduly deleterious effect on the host country
economy. Needs for additional information will be identified during this review.

E. Simultaneously with the above review, the US Embassy will be instructed by the DOS to
contact appropriate host country ministries to ascertain the extent to which the host country is
willing to commit its own resources to military purposes over the next three-five years, noting that
financial parameters are essential ingredients in a realistic survey effort.

F. The Director of Central Intelligence will be requested to produce an interagency threat
assessment.

G. Information gathered above is incorporated by DOS (PM) into an Action Memorandum to
the Secretary of State, coordinated with ACDA, DOD, OMB, and NSC, to determine: (1) whether
to send a survey team; and (2) the mission of the team. In the event a decision is made to send the
team prior to completion of the information gathering process outlined above, as many of the-above
steps as are possible will nevertheless be completed prior to the departure of the team. Affirmative
decisions will be reported to Congress by DSAA as required by AECA Sec 26(b).

H. If the decision is made to dispatch a survey team, TOR and team composition will be
developed by DOD in coordination with DOS, ACDA, and AID, if appropriate. The NSC and
OMB must clear TOR and team composition. The US Embassy will ensure that the host
government understands and accepts the projected scope of the survey. If a decision is made not to
dispatch the survey team, the US Embassy, by direction of DOS will convey this decision to the
host government with explanatory rationale.

I. Pre-departure briefings for survey teams will take place in the Washington, DC area, to
include:
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1. Scope and mission of the survey, Congress;onal or legal considerations, and arms
control considerations (DOS/DOD).

2. Condition of the host country economy (DOS/AID)

3. Political situation in the host country and personal conduct in-country (DOS).

4. Threat assessment and armed forces (CIA/DIA).

J. In-country gathering of information. Conduct of the survey team will be in accordance
with the TOR.

K. Within ten duty days after returning to CONUS, a preliminary briefing will be given by
the team chief for relevant DOS, DOD, ACDA, AID, NSC, OMB, CIA, and DIA personnel, with
special attention to issues requiring high level policy review.

L. Within 30 days of its return to CONUS, the team will provide the draft report for review.

M. All appropriate agencies will simultaneously review the draft report. The Arms Transfer
Management Group (ATMG) will serve as the interagency forum for the coordination of the report
and the formulation of policy issues. The NSC staff, as necessary, will review the survey findings
and make recommendations to the President.

N. The approved report will be presented to the host country and to Congress, if requested,
pursuant to AECA Sec 26(c).

IV. SURVEY TEAM REPORTS. Reports shall be submitted using the following format:

(date/quarter)

RCS: DSAA(Q)1137

Inclusive No. of USG
Dates of Purpose Personnel

Country Sf fSry Participating
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CHAPTER FIVE

TECHNOLOGY TRANSFER, CLASSIFIED MILITARY
INFORMATION AND SECURITY

Section 500 - Transfer of Technology

50001 PURPOSE. The purpose of this section is to provide specific instructions and
guidance for responding to requests for transfer of technology to an approved foreign country or
international organization.

50002 DEFINITIONS. Also See Appendix B.

A. Techn•l•lgy. The technical information and know-how that can be used to design,
produce, manufacture, utilize, or reconstruct goods, including technical data and computer soft-
ware, but not the goods themselves.

B. Critical Technology. Technologies which consist of (a) arrays of design and
manufacturing know-how (including technical data); (b) keystone manufacturing, inspection, and
test equipment; (c) keystone materials; and (d) goods accompanied by sophisticated operation,
application, or maintenance know-how that could make a significant contribution to the military
potential of any country or combination of countries that may prove detrimental to the security of
the United States (also referred to as Militarily Critical Technology).

C. Goods Any articles, materials, supplies, or manufactured products, including inspec-
tion and test equipment and excluding technical data.

D. Items of Intrinsic Military Utility. End items other than those identified in the
MCTL whose transfer to potential adversaries must be controlled for the following reasons:

1. The end product in question could significantly enhance the recipient's military or
war-making capability either by virtue of its technology content or because of the quantity to be
sold, or

2. The product could be so analyzed as to reveal U.S. system characteristics and
thereby contribute to the development of countermeasures to equivalent U.S. equipment.

E. Keystone Equipment. Includes manufacturing, inspection, or test equipment.and is
the required equipment for the effective application of technical information and know-how.
Keystone materials have the same significance of application.

F. K•o•.o•[s. Includes the know-how of both design and manufacturing and is the
know-how and related technical information that is needed to achieve a significant development,
production or utilization purpose. This know-how includes services, processes, procedures,
specifications, design data and criteria, and testing techniques.

G. Munetis. Includes:

1. e ,- immunition, and implements of war.
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2. Any property, installation, commodity, material, equipment, supply, or good used

for the purposes of making military sales.

3. Any machinery, facility, tool, material, supply, or other item necessary for the
manufacture, production, processing, repair, servicing, storage, construction, transportation,
operation or use of any article listed in this paragraph.

4. Technical data related to State Department Munitions List items.

H. Strategic Trade Cases. These are cases involving technology and goods that are
dual-use in nature; i.e., which could be used either for legitimate civilian purposes, or which could
be applied or diverted to aid in increasing a nation's military potential.

I. Technical Data:

1. Classified information relating to defense articles and defense services;

2. Information covered by an invention secrecy order,

3. Information which is directly related to the design, engineering, development,
production, processing, manufacture, use, operation, overhaul, repair, maintenance, modification,
or reconstruction of defense articles. This includes, for example, information in the form of blue-
prints, drawings, photographs, plans, instructions, computer software, and documentation. This
also includes information which advances the state of the art of articles on the Munitions List. This
does not include information concerning general scientific, mathematical or engineering principles.

J. Technical Assistance Agreement. An agreement for the performance of defense
services or the disclosure of technical data, as opposed to an agreement granting a right or license
to manufacture defense articles.

K. Public Domain. Public domain means information which is published and which is
generally accessible or available to the public:

1. Through sales at newsstands and/or bookstores;

2. Through subscriptions which are available without restriction to any individual who
desires to obtain or purchase the published information;

3. Through second class mailing privileges granted by the USG; or,

4. At libraries open to the public.

50003 POLICY.

A. DODD 2040.2, International Transfers of Technology, Goods, Services and Munitions,
establishes the following policy:

1. Treat defense related technology as a valuable, limited national security resource, to
be husbanded and invested prudently in pursuit of national security objectives.

2. Restrict the export of technology, goods, services, and muntions which could
make a contribution to the military potential of any other country or combination of countries which
could prove detrimental to our national security interests.
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3. Manage transfers of technology, goods, services, and munitions consistent with
U.S. foreign policy and national security objectives.

4. Limit the transfer to any country or international organization of advanced design
and manufacturing know-how regarding technology, goods, services and munitions subject to
control under the AECA to those transfers which support specific national security objectives.

5. Support the NDP-1 objectives in those cases where a proposed transfer involves the
release of classified military information.

B. Imnlementation. These policies will be implemented through the strategic trade
licensing, munitions licensing, and the FMS process.

C. Proceurs For munitions licensing and FMS cases, applicable MILDEPs will:

1. Give favorable consideration to transfers of services and munitions to allied and
friendly countries which are intended to achieve specific U.S. national defense objectives.

2. Ensure that transfers of munitions and services involving technology receive special
scrutiny, taking into account the importance of arms cooperation with NATO and other close
friends and allies, potential third party transfers, and the protection of military capabilities and
technology.

D. Release of Technical Data. [See Chapter Fourteen, Paragraph 140107.]
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Section 501 - Disclosure of Classified Military Information to
Foreign Governments and International Organizations IJ

50101 PURPOSE. The purpose of this section is to describe the policy and procedures to be
followed in the authorization for the disclosure of classified military information to foreign
governments and international organizations in support of security assistance programs.

50102 POLICY. DOD Directive 5230.11 prescribes that:

A. All classified military information will be treated as a national security asset which must
be conserved and protected and which may be shared with foreign entities only when there is a
clearly defined advantage.

B. Disclosures and denials of such information to foreign governments and international
organizations will be made only when authorized by those officials specifically granted disclosure
or denial authority in writing, after determining that all of the requirements of NDP- 1 have been
met.

C. Decisions to disclose or deny classified military information will be based on a common
standard (DOD Instruction 5230.17) within the DOD. Such decisions will be expedited.

D. To ensure consistency of disclosure decisions, the DOD component having responsi-
bility for taking the action outlined in paragraph 3., above, shall notify other DOD components of
significant negotiations and disclosure decisions concerning subject matter in which they have a
direct or related interest.

50103 DISCLOSURE AUTHORITIES. Under the terms of NDP-1, the NDPC has been
designated as the central authority for the formulation, promulgation, administration, and
monitoring of the NDP. The SECDEF or the DEPSECDEF, personally, and the NDPC are
authorized to grant exceptions to established NDPs. Pursuant to DODD 5230.11, the SECDEF
has delegated disclosure authority to the Secretaries of the MILDEPs and other DOD officials
whose decisions must be in compliance with NDP-1.

50104 RESPONSIBILITIES. The Deputy Under Secretary of Defense (Policy) has been
designated by the SECDEF to assume DOD responsibility for the oversight and effective
implementation of the national disclosure policy and operation of the NDPC under the provisions
of NDP-1.

50105 DISCLOSURE DECISIONS.

A. All requests for the disclosure of classified information pertaining to or contained in
defense articles and defense services will be evaluated on a case-by-case basis in accordance with
DOD Directive 5230.11 and appropriate MILDEP regulations. A disclosure determination will be
provided to the appropriate implementing agency for guidance in implementing approved transfers
of classified information.

B. To record disclosure decisions, FORDTIS has been established as a central repository
for such decisions. Four types of information are recorded in FORDTIS:

1. All decisions made by disclosure officials regarding release of classified docu-
mentary information or materiel. These are normally made within the guidelines of the NDP.
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2. All decisions on requests for exceptions to policy.

3. All disclosures involving top secret information.

4. All DOD decisions on munitions license applications.

C. This information is used on a routine basis to provide a background of previous, similar
cases by weapon or country. It is also used to make damage assessments if a sudden change
occurs in a foreign government which brings into question its capability to protect U.S. classified
information.

D. FORDTIS provides an interactive, real-time terminal at each disclosure office. This
system includes decisions on foreign military sales, munitions cases and commerce licenses.

E. All MILDEPs will follow the instructions in DODI 5230.18 in reporting disclosure
decisions.

50106 FALSE IMPRESSIONS. It is the policy of the U.S. to avoid creating false impres-
sions of its readiness to make available classified military materiel, technology, or information.
Lack of strict adherence to this policy may create problems. Much military hardware is unclas-
sified. However, this same unclassified hardware, if sold, may require the release of sensitive
classified information for its operation or maintenance, or for the foreign recipient to receive
training on it. Therefore, the disclosure decision must be made based on the classification level of
all information which may be required for release if the system were to be acquired. If the
proposed foreign recipient is not authorized to receive the highest level of classified information
required, no information, not even unclassified may be released or discussed until the required
authority is obtained. This means that there can be no weapon specific information, and no release
of price or availability data, until authority is obtained to release the highest level of classified
information ultimately required for disclosure.

50107 CONTROL OF FOREIGN REPRESENTATIVES. DOD Instruction 5230.20,
entitled Policy and Procedures for the Control of Foreign Representatives, sets forth standard
procedures concerning requests for visits, accreditations, and attendance at classified meetings by
foreign representatives. Accreditation, as used in DODI 5230.20, pertains only to foreign
representatives, military or civilian, to include U.S. citizens, who are officially employed by a
particular foreign government. As implemented by the MJLDEPs and the Defense Intelligence
Agency (DIA), "accreditations" are extended only to the foreign government-sponsored officials
who have a frequent need for contacts with DOD departments and agencies, such as liaison officers
and procurement officials. Normally, those individuals are assigned to the foreign embassy or
mission in the United States. Those foreign officials who do not have a frequent need, such as
foreign government officials stationed outside the U.S. and foreign industry representatives, must
apply for either a one-time visit authorization or an extended visit authorization.

50108 INDUSTRIAL SECURITY. The security of the U.S depends in part upon the
proper safeguarding of classified information released to industry. The objective of the Industrial
Security Program is to assure the safeguarding of classified information in the hands of U.S.
industrial organizations, educational institutions, and all organizations and facilities used by prime
and subcontractors. The Industrial Security Regulation (ISR), DOD 5220.22-R, sets forth
policies, practices, and procedures of the Industrial Security Program used internally by the DOD
to insure maximum uniformity and effectiveness in its application throughout industry. The
Industrial Security Manual (ISM), DOD 5220.22-M, a companion document to the ISR, is a DOD
publication which contains detailed security requirements to be followed by U.S. contractors for
safeguarding classified information. The ISM is made applicable to industry by management's
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execution of the Department of Defense Security Agreement (DD Form 441), and by direct
reference in the "Military Security Requirements" clause in the contract

50109 DEFENSE INDUSTRIAL SECURITY CLEARANCE OFFICE (DISCO).
The Defense Industrial Security Program (DISP) establishes procedures for safeguarding classified
defense information which is entrusted to contractors. Included in these procedures is a system for
determining the eligibility of industrial personnel for access to classified defense information. This
function is performed centrally by DISCO.

50110 USER AGENCY CONTRACTS REOUIRING OVERSEAS DELIVERIES.
When a USG agency (User Agency) places a contract with a cleared U.S. contractor which calls
for delivery of classified information or materiels to a foreign government (principally FMS
contracts), the responsibility for delivery rests with the User Agency.

50111 TRANSMISSION OF CLASSIFIED MATERIEL TO FOREIGN
GOyERNMENTS. Transmission of classified materiel to foreign governments, either to
addresses located in the U.S. or outside the U.S. must be on a government-to-government basis
and in accordance with Chapter VIII of DOD 5200. 1-R, Information Security Program Regulation.
After a determination by designated officials pursuant to DOD Directive 5230.11 that classified
information or materiel may be released to a foreign government, the materiel shall be transferred
between authorized representatives of each government. To assure compliance, each contract,
agreement, LOA, or other arrangement that involves the release of classified materiel to foreign
entities shall either contain transmission instructions or require that a separate transportation plan be
approved by the appropriate DOD security and transportation officials prior to release of the
materiel. (See DOD TS-5105.21-M-3 for guidance regarding SCI and DOD C5105.21-M-1 for
COMSEC and Controlled Cryptographic Items (CCI)).

A. Classified materiel to be released directly to a foreign government representative shall be
delivered or transmitted only to a person who has been designated in writing by the recipient
government as its officer, agent, or employee (hereafter referred to as the designated represen-
tative). Foreign governments may designate a freight forwarder as their agent. This written
designation shall contain assurances that such person has a security clearance at the appropriate
level and that the person will assume full security responsibility for the materiel on behalf of the
foreign government. The recipient will be required to execute a receipt for the materiel, regardless
of the level of classification.

B. Classified materiel that is suitable for transfer by courier or postal service, and which
cannot be transferred directly to a foreign government's designated representative as specified in
paragraph A. above shall be transmitted by the Defense Courier Service, authorized DOD
component courier service, Department of State courier system, or U.S. registered mail as
prescribed by DOD 5200.1-R for the designated classification level to:

1. An embassy, consulate, or other official agency of the recipient government having
rights of inviolability in the United States or to

2. A U.S. Embassy or a U.S. military organization in the recipient country or in a
third-party country, if applicable, for delivery to a designated representative of the intended recip-
ient government. In either case, the assurance in paragraph A. above and a receipt, must be
obtained.

C. The shipment of classified materiel as freight via truck, rail, aircraft, or ship shall be in
compliance with the following:
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1. Shipments Resulting from FMS. DOD components authorized to approve an
FMS transaction that involves the delivery of U.S. classified materiel to a foreign purchaser shall,
at the outset of negotiation or consideration of proposal, consult with DOD component
transportation authorities (Military Traffic Management Command, Military Sealift Command,
Military Airlift Command, or other, as appropriate) to determine whether secure shipment from the
CONUS point of origin to the ultimate foreign destination is feasible. Normally, the USG will use
the DTS to deliver classified material to the recipient government If, in the course of FMS case
processing, the foreign purchaser proposes to take delivery or custody of the classified materiel in
the U.S. and use its own facilities and transportation for onward shipment to its territory, the
foreign purchaser or its designated representative shall be required to submit a transportation plan.
This plan, as a minimum, shall specify the storage facilities, delivery and transfer points, carriers,
couriers or escorts, the methods of handling to be used from the CONUS point of origin to the
final destination and return shipment when applicable. (See Table 503-4.) The DOD Component
that initiates the FMS transaction shall designate the security officials who are authorized to
evaluate the transportation plan to determine whether the plan adequately ensures protection of the
highest level of classified materiel involved. Unless the DOD Component initiating the FMS
transaction approves the transportation plan as submitted, or it is modified to meet U.S. security
standards, shipment by other than DTS shall not be permitted. Transmission instructions or the
requirement for an approved transportation plan shall be incorporated into the security requirements
of the LOA, DD Form 1513.

2. Shipments Resulting from Direct Commercial Sales. Classified ship-
ments resulting from direct commercial sales must comply with the same security standards that
apply to FMS shipments. Defense contractors will consult, as appropriate, with the purchasing
government, the DIS Regional Security Office, and the cognizant DOD component prior to
consummation of a commercial contract that will result in the shipment of classified material to
obtain approval of the transportation plan.

3. Delivery within the United States. its Territories, or Possessions.
Delivery of classified materiel to a foreign government at a point within the United States, its
territories, or its possessions, shall be made only to a person identified in writing by the recipient
government as its designated representative as specified above. The only authorized delivery
points are:

a. An embassy, consulate, other official agency, or designated representative
such as the freight forwarder under the control of the recipient government.

b. Point of Origin. When a designated representative of the recipient government
accepts delivery of classified U.S. materiel at the point of origin (for example, a manufacturing
facility or depot), the DOD official who transfers custody shall obtain a receipt for the classified
materiel and assure that the recipient is cognizant of secure means of onward movement of the
classified materiel to its final destination, consistent with the approved transportation plan.

c. Military or commercial POEs that are recognized points of departure from the
U.S., its territories, or possessions, for onloading aboard a ship, aircraft, or other carrier
authorized under subparagraph 5 below. In these cases, the transportation plan shall provide for
U.S.-controlled secure shipment to the CONUS transshipment point and the identification of a
secure storage facility, government or commercial, at or in proximity to the POE. A DOD official
authorized to transfer custody is to supervise or observe the onloading of FMS materiel being
transported via the DTS and other onloading wherein physical and security custody of the materiel
has yet to be transferred formally to the foreign recipient. In the event that transfer of physical and
security custody cannot be accomplished promptly, the DOD official shall ensure that the classified
materiel is either returned to a secure storage facility of the U.S. shipper (government or
contractor); or segregated and placed under constant surveillance of a duly cleared U.S. security
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force at the POE; or held in the secure storage facility (government or commercial) designated in
the transportation plan.

d. Freight forwarder facility that is identified by the recipient government as its
designated representative and that is cleared in accordance with subparagraph 6 below, to the level
of the classified materiel to be received. In these cases, a person identified as a designated repre-
sentative must be present to accept delivery of the classified materiel and receipt for it, to include
full acceptance of security responsibility.

4. Delivery Outside the United States. Its Territories. or Possessions.

a. Delivery within the Recinient Country. Classified U.S. materiel to be
delivered to a foreign government within the recipient country shall be delivered on arrival in the
recipient country to a USG representative who shall arrange for its transfer to the designated
representative of the recipient government. If the shipment is escorted by a USG official
authorized to accomplish the transfer of custody, the materiel may be delivered directly to the
recipient government's designated representative upon arrival.

b. Delivery within a Third Country. Classified materiel to be delivered to
a foreign government representative within a third country shall be delivered to an agency or
installation of the U.S., or of the recipient government, the premises of which are inviolable or
otherwise are exempt from the jurisdiction of the third country. Unless the materiel is accompanied
by a USG official authorized to accomplish the transfer of custody, a USG official shall be
designated locally to receive the shipment upon arrival and be vested with authority to effect
delivery to the intended recipient government's designated representative.

5. Overseas Carriers. Overseas shipments of U.S. classified materiel shall be
made only via ships, aircraft, or other carriers that are: owned or chartered by the USG or under
U.S. registry; owned or chartered by or under the registry of the recipient government; or
otherwise expressly authorized by the head of the DOD Component having classification
jurisdiction over the materiel involved. Overseas shipments of classified materiel shall be escorted,
prepared for shipment, packaged, and stored onboard as prescribed by DOD 5220.22-R and DOD
5220.22-M.

6. Freight Forwarders. Only freight forwarders that have been granited an
appropriate security clearance by the DOD or the recipient government are eligible to receive,
process, and store U.S. classified materiel authorized for release to foreign governments.
However, a freight forwarder that does not have access to or custody of the classified materiel need
not be cleared.

50112 U.S. CONTRACT TO FOREIGN FIRMS. A user agency may initiate action to
award or permit one of its contractors to award a classified contract to a foreign contractor provided
the classified information involved has been approved for release (or is determined to be releasable)
to the government of that country under the NDP-1. In addition, the foreign government
concerned must have entered into a security agreement or other security arrangement with the U.S.
under which it agrees to protect U.S. classified information released to it. User agency
responsibilities are contained in DOD Regulation 5220.22-R.
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Section 502 - Security Classification and Release of Information

50201 PURPOSE. The only basis for classifying selected security assistance information is
to protect the national security, that is, the national defense and foreign relations of the U.S. This
section contains specific criteria, based on Executive Order 12356 (National Security Information),
and that provided by the Department of State, for classification and release of SA information for
the purpose of protecting the conduct of U.S. foreign policy. SA information will be classified for
national security purposes in accordance with the criteria of this section and of DOD 5200.1-R,
Information Security Program Regulation, and corresponding MILDEP regulations. The
Department of State, the Assistant Secretary of Defense for International Security Affairs
(ASD/ISA), the Assistant Secretary of Defense for International Security Policy (ASDIISP), and
the Director, DSAA may issue special instructions which modify or supplement this section in
particular situations.

50202 SECURITY CLASSIFICATION GUIDELINES.

A. General Guidelines.

1. Basis for Classification. All security assistance information not specifically
designated as classified under paragraph B below is unclassified unless the Department of State,
ASD/ISA, ASD/ISP, or the Director, DSAA directs classification in a particular situation, or unless
the national security classification criteria of DOD 5200.1 -R and corresponding MILDEP regula-
tions warrant classification for national defense purposes.

2. Levels of Classification. All security assistance information designated as
classified under paragraph B below is Confidential unless the Department of State, ASD/ISA,
ASD/ISP, or the Director, DSAA directs a higher level of classification in a particular instance, or
unless the national security classification criteria of DOD 5200.1 -R and corresponding MILDEP
regulations warrant a higher level of classification for national defense purposes.

3. Declassification. All classified security assistance information will be declas-
sified in accordance with the guidelines in paragraph B below unless a longer period of classifi-
cation is either directed in a particular situation by the Department of State, ASD/ISA, ASD/ISP, or
the Director, DSAA or is warranted by the national security classification criteria of DOD 5200.1 -R
and corresponding MILDEP regulations for national defense purposes.

B. Specific Guidelines.

1. MAP and IMET Program. The dollar levels and content of a program for the
budget or a subsequent fiscal year are considered For Official Use Only (FOUO) for each
individual country and international organization. The budget year program no longer need be
marked FOUO after delivery of the CPD to the Congress.

2. FMS.

a. The primary factors considered by the Department of State ASD/ISA, ASD/
ISP, and the Director, DSAA in requiring classification of FMS information under paragraphs (b)
and (c) below are: the extent to which disclosure of the information would reveal the purchaser's
order of battle, taking into consideration the nature and quantity of defense articles being sold and
the degree to which the purchaser relies on the U.S. as a source of military supply; and, the extent
to which disclosure of the information could be expected to stimulate demands by third countries
upon the U.S. or upon other supplying nations for defense articles, thus encouraging global or
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regional instability or fostering an arms race. Classification of FMS information under paragraphs
(b) and (c) below in the interest of U.S. foreign relations, is to prevent unauthorized disclosure of -

the fact that a specific defense article (e.g., F-16 aircraft) is or may be sold to a particular foreign
government.

b. P&A Data and LORs. P&A data are classified where these data ,
(1) identify a requesting foreign government and specific items of MDE (e.g., M-60 tanks) in
which that government has expressed an interest, and (2) qualify for reporting under the AECA,
Section 36(b), or (3) classification is authorized under paragraph 50202.A.1 above. Unless
otherwise authorized by paragraph 50202.A.1 above, such classified data may be declassified
when Congressional notification is completed or a subsequent Letter of Offer for these items is
unclassified. In accordance with paragraph 11-100 of DOD 5200.1-R, DOD elements will respect
the security classification of documents originated by foreign governments, including LORs.
LOAs, however, will not be classified unless authorized under paragraph 50202.A.1 above or
paragraph (c), below.

c. Letters of Offer. LOAs will be unclassified unless:

(1) Classification is directed by any of the organizational elements listed in
paragraph B.l.a., above, or

(2) The foreign purchaser requests classification of the sale and any of the
organizational elements in paragraph B.1.a., above approves the classification.

d. Declassification. Classified information in an LOA and related documents
will be declassified when the originating agency so determines. The LOA and related documents
will be marked:

"CLASSIFIED BY SAMM (DOD S10S.38-M), DECLASSIFY ON OADR"

[Note: Originating Agency's Determination Required.]

e. -MS implementation records, such as case directives, production or repair
schedules, international logistics supply delivery plans, requisitions, shipping documents, bills of
lading, work orders, contract documents, billing and accounting documents, work sheets, and
related feeder information are unclassified.

f. Projections of dollar levels or content of FMS agreements, and of dollar levels
of FMS credit extensions for the budget year or a subsequent fiscal year are classified for each
individual country and international organization. Such projections will be declassified upon
delivery to the Congress of the CPD for the fiscal year to which the projections apply.. Such
projections will be marked:

"CLASSIFIED BY SAMM (DOD 510538-M), DECLASSIFY ON DELIVERY TO
CONGRESS OF CONGRESSIONAL PRESENTATION DOCUMENT

FOR FISCAL YEAR (insert fiscal year)"

g. Reports from the RCS. DSAA (AR) 1200 FMS reporting system which
contains classified information will be marked:

"CLASSIFIED BY SAMM (DOD 5105.38-M),
DECLASSIFY UPON NOTIFICATION BY THE ORIGINATOR"
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3. Colprodtinm. For all countries and international organizations, information
which indicates by specific type any item of MDE (e.g., F-16 aircraft) is classified in coproduction
proposals only. Such information will be declassified upon termination of negotiations. Such
information will be marked:

"CLASSIFIED BY SAMM (DOD 510538-M), DECLASSIFY ON
TERMINATION OF NEGOTIATIONS"

4. NRC Recoupment Char=es. Worksheets showing calculations which contain
projections of dollar levels of future U.S. investment in the development of a defense item and
projections of future multiple foreign requirements will be classified (see Chapter Seven of this
Manual). Worksheets will be declassified when the defense item becomei obsolete to U.S.
requirements. Worksheets will be marked:

"CLASSIFIED BY SAMM (DOD 510538-M), DECLASSIFY UPON
NOTIFICATION BY THE ORIGINATOR"'

5. Section 36(b) Notifications. Specific classification directions and guidelines
for Section 36(b) notifications and input data elements for these documents are specified in Chapter
Seven of this Manual.

50203 RELEASE OF INFORMATION.

A. Unclassified. It is DOD policy to comply fully with both the specified provisions and
the general intent of the Freedom of Information Act (FOIA), as amended. Release under the
FOIA of records containing SA-related information, including LOAs and FMS procurement
contracts, will be in accordance with procedures established by DODD 5400.7-R and DODI
5400.10.

"1. Under FOIA exemption (B)(4), commercial or financial information provided to the
USG in confidence by a person (including a foreign government or a US or foreign business) may
be exempt from disclosure to the public if it is not the type of information that is usually released
by the originator, if disclosure is likely to cause substantial competitive harm to the originator, if
disclosure is likely to impair the ability of the USG to obtain necessary commercial or financial
information in the future, or if disclosure is likely to impair some other legitimate USG interest.

2. Any request under the FOIA for an LOA or FMS procurement contract should be
referred to the appropriate counsel of the DOD component for action. If a DOD component
determines that it may be required to disclose commercial information obtained in confidence from
a person, corporation, or foreign government, it shall notify the submitter of the information in
accordance with DODD 5400.7-R and Executive Order 12600, 23 June 1987, "Predisolosure
Notification Procedures for Confidential Commercial Information," 5 USC 552 note. Final
decisions te withhold or release, in whole or in part, LOAs already accepted or in preparation shall
be coordinated with DSAA.

3. The DSAA 1200 FMS information system is a frequent source for providing
information to the public. DSAA maintains a consolidated data base which contains information
about each FMS case by collecting essential data from a variety of sources over the life of each
case. The 1200 system is the exclusive source for such consolidated data and contains records
from the inception of the FMS program.

4. Unclassified information may be released to the concerned country or international
organization as appropriate for purposes related to security assistance. Price data may be released
to MAP and IMET recipient countries and international organizations, subject to recipients'
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understanding that prices are provided for procurement planning and related purposes only, and
that prices quoted are estimates and are not necessarily those which have been or will be applied to
articles delivered or services rendered or training furnished to the country or organization as Grant
Aid.

B. Classified.

1. Compilations of Program Data. A large percentage of individual records in
the 1200 system are unclassified. They may, however, when grouped, produce a complete or
virtually complete compilation of data. These kinds of groupings include but are not limited to: all
current LORs, current undelivered balances of MDE, or groupings of generic classes of items such
as "all surface to air missile sales". Such groupings may then reveal concepts about a country's
order of battle plans or current or planned defense posture of a country, region, or geographical
area and result in a Confidentfal classified compilation of individually unclassified data. Such a
compilation then, by DOD 5200.1-R, paragraph 2-211, would be denied public release.
Classification and denial of release to the public on this basis shall be fully supported by a
documentary explanation that will identify with the specific criteria which resulted in such a
judgment.

2. Compilations of FMS Case-Level Data. On June 25, 1985, the SECDEF
decided that a compilation of FMS case-level data should be classified Confidential. For this
purpose, a compilation is defined as consisting of data provided to the Congress quarterly pursuant
to paragraphs (1) and (2) of section 36(a) of the AECA that covers a single period longer than five
consecutive calendar quarters.

a. Since a quarterly report covers FMS case-level data for the entire fiscal year
through the date of the report, the report for the fourth quarter covers a period of four consecutive
calendar quarters. Therefore, a classified compilation could consist, for example, of the data
contained in the reports for the fourth quarter of FY 1985 and the second quarter of FY 1986 for
one or more purchasers.

b. The Data Management Division, Office of the DSAA Comptroller, ensures that
quarterly reports of FMS case-level data are piovided only to persons having a need-to-know who
hold a current personnel security clearance if such persons already possess sufficient numbers of
quarterly reports so that the provision of additional reports would constitute a compilation thereof.

c. This classification shall only be applicable to compilations of quarterly reports
prepared after June 25, 1985.

3. Tentative Security Assistance Plans and Programs. Classified informa-
tion as to tentative plans and programs for the budget and future years may be released to an
involved foreign government or international organization to the extent necessary for its effective
participation in the security assistance planning process or its effective development of related
defense plans, and to the extent that it can be relied upon to maintain adequate security precautions
and to use the information only for the purposes for which provided. Classified dollar levels of
tentative country or organization programs may be released only with the specific permission of the
Director, DSAA, with the concurrence of the Department of State. U.S. officials who release
information under this paragraph will ensure that the recipient government or international
organization clearly understands that such release does not constitute a commitment by the United
States.

4. FMS Agreements. Classified information as to the quantity and projected
delivery schedules for articles and services in FMS agreements may be released to the concerned
country or international organization to facilitate appropriate planning by the recipient, subject to

502-4 Change No. 5, 2 November 1992



50203.B.5. DOD 5105.38-M

assurance by the recipient that it will maintain adequate security precautions and will use the
information only for the purposes for which provided.

5. Procedures for Release. Release of classified information under paragraphs a.
and b. above is subject to the provisions of DOD Directive 5230.11 (Disclosure of Classified
Military Infornation to Foreign Governments and International Organizations), and DOD 5200.1-
R, paragraph 8-104. Release will be made only to officials of the country or international
organization involved who require the information in their official capacity.

C. Anproval of Chief of Dinlon.13teL&isson.• In-country release of all security
assistance information to a foreign government or international organization will be made through
or with the approval of the Chief of the U.S. Diplomatic Mission to the government or organization
involved after a disclosure decision has been made by the appropriate authority in accordance with
paragraph B.3 above.

50204 RCS: DSAA (AR) 1200 FMS REPORT SUBMISSIONS.

A. EntryofLDat.a Each entry into the DSAA 1200 system of data pertaining to a new
FMS case will indicate whether that data is classified under the criteria of paragraph 50202.A. 1 or
50202.B.2.(c) above. The security classification, for foreign relations purposes, of an FMS case
in the 1200 system is based on the identification in that system of the fact that a specific defense
article (e.g., Hawk missile) is or may be sold to particular foreign government. The existence of
classified technical data concerning defense articles which are or may be sold under an FMS case
does not warrant classification of that FMS case in the 1200 system, since such technical data are
not entered into the 1200 system.

B. Declassification. The implementing agency must notify in writing the Director,
DSAA of any FMS agreement which is declassified under the national defense classification criteria

.- of DOD 5200.1-R and corresponding MILDEP regulations. This notification will identify the case
designator and the date of declassification. The Director, DSAA will also ensure that declassifi-
cation of any data in the 1200 system is reflected in that system within 15 working days after it
occurs.

C. Codes: Card Columns. Machine readable code "U" will designate unclassified
FMS cases; code "C" will designate CONFIDENTIAL cases. The proper code for classificati6n or
declassification as appropriate, will be entered in column 78 of the "1" Card. See Chapter 15 of
this manual for DSAA(AR) 1200 report entry details.

50205 FOREIGN COUNTRY INVOLNEMENT IN THE DOD CONTRACTUALPROCESS.

A. DODPflia. Procurements made for FMS requirements must comply with U.S.
Government acquisition regulations and procedures. Accordingly, such procurements are
normally conducted by the same DOD component that would procure the same article or service for
a U.S. DOD requirement. The DOD component responsible for the FMS offer and acceptance will
assure that sufficient details are included in the LOA to enable the U.S. contracting officer to
negotiate and award a contract without foreign country representation or direct involvement in the
formal negotiation process. Required discussions with the foreign purchaser must be undertaken
during the development of the LOA and prior to actual implementation in order to assure that the
contracting community has all the data required to award a contract consistent with contracting
regulations and the foreign country desires.

B. Release of Contractual Data. Since all pertinent information and contractual
obligations between the DOD and the foreign purchaser are identified in the FMS LOA, there
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normally should be no need for the DOD component to provide a copy of the contract to the foreign
purchaser. If the contract is unclassified and provides only for the requirement of the requesting
country, release can be considered. This does not include internal documentation such as
negotiation or pricing memoranda. If the contract is classified, contains USG requirements, or
contains other foreign purchaser requirements, release is not authorized.

C. Any questions or requests for exception to these provisions must be forwarded to the

Director, DSAA.

50206 FOREIGN GOVERNMENT INFORMATION.

A. Information that is provided to the U.S. by a foreign government or an international
organization with the expectation, either expressed or implied, that the information, the source of
the information, or both, are to be held in confidence, or similar information which is produced by
the USG pursuant to or as a result of a joint arrangement with a foreign government or
international organization, is to be held in confidence.

B. Classification of foreign government information will be in accordance with Chapter XI
of DOD 5200.1 -R.

C. Requests for mandatory review for the declassification of foreign government informa-
tion shall be processed and acted upon in accordance with Chapter XI of DOD 5200.1-R.

D. Equivalent Foreign and International Organization Security Classifications are at Table
503-5.
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Section 503 - Export License and Customs Clearance Guidance for
FMS Customers

50301 PURPOSE. Paragraphs 50302 through 50305 provide guidance and instructions for
processing export licenses and customs clearances for items purchased on a government-to-
government basis under the FMS program. Paragraph 50306 provides information on the require-
ment for State Department approval prior to the submission of sales proposals or presentations for
SME items and/or technical data. Paragraph 50307 provides information on the export of
classified defense articles and services.

50302 U.S. DOD SPONSORED SHIPMENTS OF FMS MATERIEL.

A. U.S./DOD Exemntion from Export Licensig,. Under certain conditions, no
license is required for the export of defense articles or defense services made by an agency of the
USG. When DOD sponsored FMS materiel is shipped through the DTS on GBLs or other
transportation documents, or by DOD-owned, controlled, or arranged transportation, with DOD
retaining custody until arrival at the overseas port of discharge of the destination country, the DOD
is exempt from the requirement for an Export License and the completion of the Shipper's Export
Declaration. Under no circumstances will these exemptions be extended to shipments made by any
foreign government.

B. Annotation of Transnortation Documents. When DOD retains custody of the
shipment and transportation responsibility until arrival of the shipment at the overseas port of
discharge of the destination country, under the conditions defined above, and when movement is
effected under Delivery Term Codes "6," "7," and "9," all GBLs and other transportation
documents issued to cover movement of such shipments will be annotated "(APPLICABLE
MILITARY DEPARTMENT) SPONSORED FOREIGN MILITARY SALES SHIPMENT -- NO
EXPORT DECLARATION OR LICENSE REQUIRED 22 CFR 126-4(a) APPLICABLE." The
signature of the issuing officer on the GBIldocument will serve as a certification of this statement.
NOTE: Under no circumstances will this annotation be made on GBL(s) or other transportation
documents for FMS shipments made through or by a forwarding agent or by any representative of
a foreign country.

C. Renorting of FMS Exhort ShiOments. All U.S.IDOD sponsored shipments of
FMS export materiel moving overseas within the DTS or under U.S./DOD auspices and control,
identified by Delivery Term Codes "6," "7," and "9" will be reported monthly by MTMC to the
Foreign Trade Division, Bureau of Census, Department of Commerce, in the Foreign Trade Report
to comply with the conditions under which the above-mentioned waiver was granted and to satisfy
the export data requirements of the U.S. Department of Commerce.

50303 SHIPMENTS OF UNCLASSIFIED FMS PURCHASED MATERIEL
THOUGH COUNTRY REPRESENTATIVES OR FREIGHT
FORWARDERS.

A. Policy. The Department of State has established policy and procedures in the ITAR,
Section 126.6, relative to the permanent export of unclassified defense articles purchased on a
government-to-government basis under the FMS program. This section of the ITAR provides for
Form DSP-94 (Table 503-1) to be used instead of an export license for shipments through
commercial channels of unclassified defense articles sold under the FMS program.

B. Country/Freight Forwarder Reouirements. To make use of DSP-94, freight
forwarders must be registered with the Office of Munitions Control (OMC), file a letter with OMC
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from the foreign embassy or government appointing them as forwarding agent for that govern-
ment's shipments, and file a statement with OMC assuming full responsibility for compliance with
the ITAR.

C. Procedures in Section 126.6 of the ITAR are quoted below for information:

126.6 Foreign Military Aircraft and Naval Vessels, and the Foreign
Military Sales Program.

(a) Geeral. A license is not required for the export of any defense article if.

(1) The article was sold, leased, or loaned by the Department of Defense to a foreign
country or international organization pursuant to the Arms Export Control Act or the ForeignAssistance
Act of 1961, as amended, and

(2) The article was delivered to representatives of such a country or organization in the
United States; and

(3) The article is to be exported from the United States on a military aircraft or naval
vessel of that government or organization.

(b) Foreign Military Aircraft and Naval Vessels. A license is not required for the entry into
the United States of military aircraft of any foreign state if no overhaul, repair, or modification of the
aircraft is to be performed. Department of State approval of overflight (pursuant to the 49 U.S.C. 1508)
and naval visits must, however, be obtained.

(c) Procedures for the Foreign Military Sales ProEam.

(I) General. District directors of customs are authorized to permit the export of
unclassified defense articles, defense services, and technical data without a license if they were sold by the
U.S. Department of Defense to foreign governments or international organizations under the Foreign
Military Sales (FMS) program of the Arms Export Control Act. This procedure may be used only if a
proposed export is:

(i) Pursuant to an executed U.S. Department of Defense Letter of Offer and
Acceptance (DD Form 1513); and

(ii) Accompanied by a properly executed DSP-94, and

(iii) Made by the relevant foreign diplomatic mission of the purchasing country or
its authorized freight forwarder, provided that the freight forwarder is registered with the Office of
Munitions Control pursuant to Part 122 of this subchapter.

(2) Filing of Documents.

(i) The original copy of completed Form DSP-94, together with one copy of the
corresponding authenticated DD Form 1513 and a shipper's export declaration, must be filed with the
District director of customs at the port of exit prior to actual shipment. An executed DD Form 1513 is
one which has been signed by:

(A) An authorized Department of Defense representative and countersigned by
the Comptroller, Defense Security Assistance Agency (DSAA), and

(B) An authorized representative of the foreign government
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(Hu) SED. The shippes export declaration must be annotated as follows:
"The shipment is being exported under the authority of Department of State

Form DSP-94. It covers FMS Case _ expiration date 22 CFR 126.6
applicable."

(iii) Notification to the Office of Munitions Control. Copy number two of the
completed Form DSP-94 should be removed by the exporter and sent immediately, together with a copy of
the applicable authenticated DD Form 1513 and the Shipper's export declaration, to the Office of
Munitions Control. Form DSP-94 shall be valid for two years from the date on which it is executed.

50304 FMS CUSTOMER RESPONSIBILITY.

A. General. Upon execution of an LOA, the foreign country authorized representative
must file necessary documentation with the Department of State to permit the legal export of FMS
materiel from the U.S. by the country freight forwarder.

B. Exhort Customs Clearance. It is the foreign country's responsibility to obtain
export customs clearance for all FMS materiel exported from the U.S., except when it is moved
under USG auspices. Movement of materiel which remains in the custody of DOD is handled by a
separate procedure. See Paragraph 50302A.

1. Export declaration (U.S. Department of Commerce Form 7525-V, Shipper's
Export Declaration) must be prepared by the foreign country representative/freight forwarder for all
FMS materiel which is not moved by the USG. Declarations must be filed with and authenticated
by a District Director of Customs. Provisions of law and regulations concerning export
declarations are found on the reverse side of Commerce Form 7525-V, and in 22 CFR 123.9,
123.25, and 126.6.

2. After declarations have been prepared and authenticated, shipments must be cleared
through U.S. Customs by submission of documents to the District Director of Customs or export
control officers (22 CFR 123.25 and 126.6).

C. Movements Requiring Exhort Customs Clearance. Shipper's Export Declara-
tions, appropriate U.S. Department of State and U.S. Customs export clearances for FMS
shipments, for which the customer country has transportation responsibility, are required f9r the
following categories of country-arranged movement:

1. All exports of materiel made through or by the FMS customer freight forwarder or
designated agent.

2. Pilot pick-up of materiel by foreign country-owned or chartered aircraft, or by FMS
customer-procuied space on commercial aircraft.

3. Export by FMS country-owned or chartered ocean vessel, or by FMS country-
procured space aboard commercial vessels.

D. Overseas Customs Clearance. The FMS customer country is responsible for
obtaining overseas customs clearance of all FMS materiel through its customs agencies for receipt
of the materiel at the country port of discharge.

E. ReDortin, of Exhort Traffic. All export of FMS materiel from the U.S. will be
reported to the U.S. Department of Commerce as required by current federal statutes.
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50305 INTRANSIT SHIPMENTS OF UNCLASSIFIED DEFENSE ARTICLES.

A. General. For the import into, and re-export firom, the U.S. of any unclassified defense
articles, a Temporary Import License Form DSP-61 (See Table 503-2) is required. This includes
defense articles being temporarily imported to the U.S. for overhaul, repair, modification, and
intransit shipments to a third country. An example of an intransit shipment to a third country is a
defense article imported to the U.S. for incorporation into another article and is returned to the
country of origin or shipped to another country.

B. Procedures for Repair and Return.

1. Depnartment of State and U.S. Customs Service Requirements. The
foreign government is responsible for obtaining the DSP-61 and the appropriate U.S. Customs
clearance in accordance with paragraphs 123.3 and 123.5 of the ITAR. The U.S. Customs
Service will accept an approved DSP-61 as authority from the Department of State, for duty-free
entry into the U.S. and U.S.-origin defense articles which are the property of a foreign govern-
ment and which are being temporarily imported for repair and maintenance pursuant to an FMS
agreement. The DSP-61 must cite the FMS case in block 10 and a copy of the DD Form 1513
must be attached. This will eliminate the need for foreign governments to request separately a
duty-free exemption from the Department of State.

2. Shipments Arranged by the U.S. DOD. A DSP-61 is not required when the
shipment arrangements are being made on a U.S. GBL within the DTS.

3. FMS LOA Requirements. DOD Components preparing LOAs for repair and
return programs will include a supplemental condition, when applicable, indicating the requirement
for the foreign country to obtain an approved DSP-61 from the Department of State.

50306 STATE DEPARTMENT APPROVAL OF PROPOSALS RELATING TO
SME.

A. Policy. Before making a proposal or presentation to a foreign person to sell SME
valued at $14 million or more for end-use by foreign armed forces, a commercial company must
obtain approval from the Department of State if the identical SME has not been previously
approved for export. This requirement does not apply to the NATO countries, Australia, New
Zealand, or Japan. This prior approval permits the contractor to conduct unclassified discussions
and make a sales proposal in connection with the sale of a specific item of SME to a particular
country. The prior approval is not required when the specific item of equipment has been
previously approved for export to any foreign country. In such cases, the State Department must
be notified in writing thirty days in advance of the proposal or presentation.

In addition, prior approval must be obtained for any proposal to enter a Manu-
facturing Licensing Agreement (MLA) or Technical Assistance Agreement (TAA) with any foreign
person for the production or assembly of SME. The Office of Munitions Control advises that there
are not exemptions from this requirement, hence the 30-day prior notification is not applicable to
proposals designed to constitute a decision to enter any agreement for the production or assembly
of SME.

B. ITAR Provisions. The policy and procedures relative to State Department approval
requirements regarding sales proposals or presentations are in the ITAR, Section 126.8. If
marketing efforts will entail the disclosure of technical data or temporary export of defense articles,
the appropriate export license must be obtained.
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50307 PROCEDURES FOR THE EXPOI&T OF CLASSIFIED DEFENSE ARTI-
CLES AND SERVICES. Application for export license for the export or import of classified
defense articles and services must be made on Department of State Form DSP-85 (See Table 503-
3). Application must be made by a U.S. national in accordance with the provisions of Part 125 of
the 1TAR. Classified materiel may only be released to a foreign government representative who
has been designated in writing by the recipient government. A foreign government may designate
a freight forwarder as their agent. The written designation shall contain assurances that the person
has a security clearance at the appropriate level and that the person will assume full security
responsibility for the materiel on behalf of the foreign government. The recipient will be required
to execute a receipt for the materiel, regardless of the level of classification. Classified shipments
resulting from direct commercial sales must comply with the same security standards that apply to
FMS contracts. Prior to consummation of a commercial contract that will result in the shipment of
classified materiel, contractors must consult with the purchasing government, the DIS Cognizant
Security Office and the responsible DOD Component to obtain approval of the transportation plan.
The transportation plan is at Table 503-4. In the event the defense contractor is unable to make
suitable arrangements for shipment of classified materiel being procured under a direct commercial
contract, the contractor should notify the foreign customer to make appropriate arrangements for
DTS shipment under an FMS LOA.

50308 FMS CREDIT FINANCED DIRECT COMMERCIAL CONTRACTS. Con-
sistent with the guidelines in Chapter 9, Section 902, Paragraph 90209, DSAA reviews direct
commercial contracts submitted by FMS credit recipients for FMS credit financing approval. The
review for financing approval is separate and distinct from the munitions/export licensing
requirement of the Department of State or Department of Commerce, as applicable. Approval of
financing for a commercial contract does not relieve the exporter from the necessity of obtaining
required export licenses, nor imply automatic USG approval of such licenses when requested.
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TABLE 503-1
Authority to Export Defense Articles and Defense Services Sold under the

Foreign Military Sales Program (Form DSP-94)

FORM APPROVED: 011111 NO. I40S-005
EXPIRATION DATE: JANUARY 31, 18

UNITED STATES OF AMERICA
VVII DEPARTMENT OF STATE

tA AUTHORITY TO EXPORT DEFENSE ARTICLES AND DEFENSE SERVICES SOLD UNDER
THE FOREIGN MILITARY SALES PROGRAM

This form. when property executed and accompanied by an authenticated Department of Defense Offer and Aicceptance (DO Form 15 13). constitutes authority
under section 126.6 of the International Traffic lin Arms Regulations (HTAR) 1o export the defense articles and delenas services listed therion. This form may
be used In lNeu of a Department of Stats export license to export defense articles end services acild by the Department of Def ense under the Foreign Military
Sates (FMS) program. This export authority is valid for 2 years from the date Shown In Rtem 12 below.

The Department of Stale may. without prior notice to the exporter, denry. revokre. suspend, or amend tINS authority consistent with ITAII section 1267.

Wilflul violation of the ITAR. making an untrue statement of a material fact, or omission of a material fact required te be stated on this form are subject
to prosecution and. upon conviction. rines up to $100.000 or up to 2 years' Imprisonment,. or both. (Section 30(c). Armis Export Control Act; section 127.3. ITAR.)

1. PMIMC Applicant Code 2. Country ot Ultimate DestinationtPurchaser 3. Port of Exit from U.S.

4. Applicant's Name. Address, ZIP Code. Tel. No. 5. Foreign Military Sales Case Identifier 6. Date of FMS Case Implementation

7. Total Value of Defense Articlers and Defense
Services of Original FMS Case $ ____________

8. Only the unshipped balance, valued at S of______ 0 thes FMS case is co-ered
by this DSP-94. Previous shipments of this FMS case were covered by a Form DSP-94
dated _________and/or Department 01 Slate license No. _______

P. Form DSP-94 constitutes an amendment to the value and/or quantity of defense artices and services authorized under this FMS case as shown in th
attached amended DD Form 1513. Yes [I No 01

10. ft exporter Is a freight forwarder acing on behalf Iolf t oreign government or diplomatic mission, provide the name, address, and telephone number of
the foreign officiaf In (he U.S. famniliar with this FMS case.

If. U.S. Munitions List Categories (see section 121.10of the ITAR). Please check the appropriate categories to indicate the types of defense artiles end/or
defense services included on this FMS case:

1. _______ V1. _ ______ XI. _ _____ XV1. _ _____ XXI. _ _____

if. _______ VII. _ ______ X1I. _ ______ XVII. _ _____

Ill. _____ __ Vill. _ _____ XIII. _ ______ XVIII. _ _____

IV. ________ Ix. ________ Xiv. ________ XIX. ______

V. _______ X. _______ XV. _______ XX. ______

12. Exporter's Stafement
I. ________________________.__________ hereby exercise the authority to effect the export described above:
warrant the truth of elf statements made herein; and acknowledge, understand, end wilt comply with the provisions of rhife 22 CFII Part 120-128 and
130 and any conditions and limitations Imposed.

Signature _________________________________Date__________________

(Authority valid for 24 mnonths from above dale)

FORM DSP-94
1/85 1-AUTHORITY TO EXPORT

TABLE 503-1. Authority to Export Defense Articles and Defense Services Sold

under the Foreign Military Sales Program (Form DSP-94).
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TABLE .50342
Application/License for Temporary Import of
Unclassified Defense Articles (Form DSP-61)
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TABLE 503-2. Application/License for Temporary Import of Unclassified
Defense Articles (Form DSP-61).
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TABLE 503-3
Application/License for Permanent/Temporary Export or Temporary Import

of Classified Defense Articles and Related Classified Technical Data
iCEPARTMENT Or STATE V.SE ONLY)
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TABLE 503-3. Application/License for Permanent/Temporary Export or
Temporary Import of Classified Defense Articles and Related Classified Technical

Data (Form DSP-85).
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TABLE 503-4
TRANSPORTATION PLAN

The provisions of DOD 5200.1-R and DOD 5100.76-M require that the transmission instruc-
tions or the requirement for an approved transportation plan be incorporated into the security
requirements of the LOA when the foreign purchaser proposes to take delivery and custody of
classified materiel in the United States and use its own facilities and transportation for forward
shipment to its territory. The requirement for this plan will be included with any contract,
agreement, LOA or other arrangement involving the release of classified materiels to foreign
entities.

The transportation plan is to be submitted to, and approved by, applicable DOD component
authorities. As a minimum, the transportation plan shall include the following provisions:

a. A description of the classified materiel together with a brief narrative as to where and under what
circumstances transfer of custody will occur,

b. Identification, by name or title, of the designated representative(s) of the foreign recipient government or
international organization who will receipt for and assume responsibility for the materiel. In case of U.S. classified
materiel, the person(s) so identified must be cleared for access to the level of the classified materiel to be shipped;

c. Identification and specific location of delivery points and any transfer points;

d. Identification of commercial carriers and freight forwarders or transportation agents who will be involved
in the process, the extent of their involvement, and, as applicable, security clearance status;

e. Identification of any storage or processing facilities to be used and, relative thereto, certification that such
facilities are authorized by competent government authority to receive or process the level of classified materiel to be

1*.• shipped;

f. When applicable, the identification, by name or title, of couriers and escorts to be used and details as to
their responsibilities and security clearance status;

g. Description of shipping methods to be used, together with the identification of carriers (foreign and
domestic). For classified materiel, see Chapter 8, DOD 5200.1-R and for classified sensitive materiels, see Chapter
7, DOD 5100.76-M.

h. In those cases when it is anticipated that the U.S. classified materiel or parts thereof may be returned to
the U.S. for repair, service, modification, or other reasons, the plan must require that shipment shall be via a carrier
of U.S. or recipient government registry, handled only by authorized personnel, and that the applicable DOD
component (for FMS) or DIS (for commercial sales) will be given advance notification of estimated time and place
of arrival and will be consulted concerning inland shipment;

i. The plan shall require the recipient government or international organization to examine shipping
documents upon receipt of the classified materiel in its own territory and advise the responsible DOD component in
the case of FMS, or DIS in the case of commercial sales, if the materiel has been transferred enroute to any carrier
not authorized by the transportation plan; and

j. The recipient government or international organization also will be required to inform the responsible
DOD component or the DIS promptly and fully of any known or suspected compromise of U.S. classified materiel
while such materiel is in its custody or under its cognizance during shipment.

TABLE 503-4. Transportation Plan.
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TABLE 503-5
EQUIVALENT FOREIGN AND INTERNATIONAL PACT ORGANIZATION

SECURITY CLASSIFICATIONS

COUNTRY TOP SECRET SECRET CONFIDENTIAL ......

Argentina ESIRICAMONE SE(REI' CONMENCIAL RESERVADO
SECREI'

Australia TOP SECRET SECRET CON~1FMIA~L RESTRCIE

Austria STRNG GEHEIM GEHEIM VERtSCHLUSS

Belgium:
(Frewh) TRES SECRET SECRET CUNHDENIIEL DIFFUSION

REMEO
(Flerrish) ZEERGFJIEIM GEIIEEM VERTROUWFIJJK BEPERMKE

WILSPREMING

Bolivia SUPERSECREFO or SECRETO CONFIDENCIAL RESERVADO
MJY SECREFO

Brazil ULTRA SECREID SECREFO CONHDENCIAL RESERVADO

Cambodia TRES SECRET SECRET SECRET!
CONFEDE~NTEL

Canada TOPSECRET SECRET CONFIEI(IlAL RESTWICIE

Chile SECRETO SECRE11O RESERVADO RESERVADO

Columbia ULTRASECREFO SECREIO RESERVADO CONFIDCAL
RESTRIN4GEDO

Costa Rica ALTO SECRETO SECRE11O CX)NFIDENCLAL

Denmark YDERST HEMAMELO HEN0MELIGr FORTROLJCJ TIL
TIENESTEBRUG

Ecuador SECREIIIMO SECREMt CIrwzFa T RESERVADO

El Salvador ULTRA SECREM' SECREIO CX)NFDENCLAL RESERVADO

Ethiopia YEbMIAZBIKI'OU MISTIR KILKIL
MISTIR

Finland ERrITTAIN SALAJNEN SMALINEN

France TRES SECRET SECRET DEFENSE CONFIENI1EL DIFFUSION`
DEFENSE RESTRENTE

Germ any STRENG GEHEIM GEHEIM VS-VERTRAUL)CH

Greece AME ~ AflOPPITON DMLTTNZEOf"MTIM
AnOPPWM(XTOIII

Guatemala ALTO SECRETO SECREIO CT)NF[DENCIAL RESERVADO

Haiti SECREr CONMIENMIAL

Honduras SUPER SCEREI'O SECREJO CONFDENCL4L RESERVADO

TABLE 503-5. Equivalent Foreign and International Pact Organization Security
Classifications.
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COUNTRY TOP SECRET SECRET CONFID)ENTIAL ....

Hong Kong TOP SECRET SECRET' CONHDEflAL RESTRICTED

Hungary S2JGOUAN1TIKOS 1TflCOS BEZALMAS

India TOP SBCREF SECRET CONFIDENIIAL RESTRICIED

Indonesia SANGATRAHASIA RAHASIA TERBATAS

Iran BEKOU SERRI SERRI KHHIU MAHRAMANEH

J,* ~iS..MAHRAMANEH

(Absolutely secet) (Secret) (L.imited)

Iceland ALGJORTI TRUNADARMAL

Ireland TOP SECRET SECRET' CONIiDENU RESMCA

Gaelic AN-SICREIDEACH SICREIDEACH RUNDA SRIANTA

Israel SODI BEYOTER SODI SHAMUR MUGBAL

Italy SEGREHSSIM0 SEGREIXD RISER VATISSIMO RISER VA70

Japan KlMlTSU GOKUHI Hin TORATSUKAICHLII

44- ' -iA

Jordan to*d! j 6W%*

MAKTUM JIDDAN MAKrUM SIRRI MAIIDUD

Korea it 1'ý *IV)oV ]I-* l'
I KUp pt MIL IIKUP PI NIL III KUP P1 NIL

Laos TRES SECRET' SECRET SECREF/ DIFFUSION
CON~DENTEL, RESTVERfM

Lebanon TRES SECRET SECRET CX)1IENTIEL,

Mexico ALTO SECRETO SECREFO (flNFIENCAL RESTRINGIDO

Netherlands ZEERCIEHEIM GEHEEM CONFIDENTEEELor DEENSFTGEHEIM
VERTROUWELUJK

New Zealand TOP SECRET SECRET' COtJDEWniAl. RESTRICTED

Nicaragua ALTOSECREJO SECRETO COWUNCIDCAL RESERVADO

Norway SI'REN4GFHEMMELJG HEMMEUG KONFW41ESEELL BEGRENSEr

Pakistan TOP SECRET' SECRET Q COFfDENIA RESTW~j~jED

Paraguay SECRETIO SECRETO CONFlDENCIAL RESERVADO

Peru ESTRICrAMENTE SECRETO (XNFIDENCIAL RESERVADO

SBCRElD

TABLE 503-5. Equivalent Foreign and International Pact Organization Security
Classirications. (Continued)
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COUNTRY TOP SECRET SECRET CONFIDENTIAL ..........

Philippines TOP SECRET SECRET CONFIDENIAL RESRCIWED

Portugal MUro SECREID SECREo CONFIDiE4CAL RESERVADO

Saudi Arabia SAUDI TOP SECREF SAUDI VERY SECREr SAUDI SECRET SAUDI RESTRICFE)

Singapore TOP SECRET SECRET CONF)NIrAL RESTRICTED

Spain MAXIMO SECRETO SE&REO CONFDENCIAL DIFFUSSION
LMrADA

Sweden HEBM-UGHMU
(RedBordes)

Switzerland Tree languages. Top Secret has a regismrion number to distinguish from Secret and Confidential.]
French TRES SECE SECREr DEFENSE OONFENfL DEFENSE DIFFUSION

German SRENGGEHEIM GEHEIM VERTRAULICH

Italian SEGRETISSIMO SEGREI) RISERVATISIMO RISERVATO

Taiwan *

Thailand LUPTISUD au1VOR LUPMAAG juin'I LMP a POKPID 9nli
S

Turkey gOI GIZLIt CIZIJ MM t•

Union of
So. Africa
English TOPSECRIT SECRET CONFIDENTIAL RESTRIC'I'I

Afrikaims UlTERSGEHEIM GEHEIM VER'R(OUL1K BEPERK

United Arab
Republic I ) ?' ,, ,,,
(Egypt) TOP SECRET VERY SECRET SECREr OFFICIAL

United

Kingdom TOP SECRE SECRET CONFIDENTIAL RESTRICIED

Uruguay ULTRA SECRE SECREIO CONFIDENCLAL RESERVADO

USSR COD"IIENHO CF..PETHO HE nOAAEZ.AXi4I Am CJ'4xm.IOrO
CEKPETHO OrAIEnsto nOA,3oDAHKA

Viet Nan:

French TRES SECRET SECRE DEFENSE CONFIDENflEL DIFFUSION
DEF~ENSE RESTREINT

etnamese %I-PT KIN ", ,AT

International
Organization TOP SECRET SECRET CONFEDENIIAL
NAMD COSMIC TOP SECRET NATO SECRET NATOCO DENTIAL NATO RESTRIREM

In all instances foreign security classification systems are not exactly parallel to die U.S. system and exact equivalent
classifications cannot be stated. The classifications given above represent the nearest comparable designations that are
used to signify degrees of protection and control similar to those prescribed for the equivalent U.S. classifications.

ATOMAL information is an exclusive designation used by NATO to identify "Restrictred Data" or "Formerly Restricted
Data" information released by the U.S. Govenmnent to NATO.

TABLE 503-5. Equivalent Foreign and International Pact Organization Security
Classifications. (Continued)
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CHAPTER SIX

MILITARY EXPORT SALES POLICIES AND CONSIDERATIONS

Section 600 - Policy Considerations **

60001 GENERAL. Basic sales policy is as outlined in Chapter Two.

A. Benefits. FMS supports US foreign policy and security objectives. Historically, FMS
has improved internal order, increased prospects for regional stability and reduced the likelihood of
US military involvement; increased standardization of materiel, doctrine, and training among our
allies and friends; helped sustain the US production base; increased US employment; reduced
research, development, and unit production costs; and facilitated forward materiel support.

B. Eiziklftiyt Eligible countries and international organizations, determined by the
President, are listed in Table 600-1. Sales to certain customers may be suspended for legal or
policy reasons. Questions relative to eligibility should be referred to DSAA Operations Directorate.

C. USML. The US Munitions List is shown Table 202-1. SME items are highlighted with
an asterisk ("*").

D. Nfeutrality, Except as described in Section 601, the Purchaser has the option to buy
defense articles or services commercially or through FMS channels. In some instances, such as
for certain GFE and GFM, controls provided within AECA Sec 38(a)(3) are applied and items are
sold only via FMS.

E. Markeinig In accordance with FAA Sec 515, "The President shall continue to instruct
US diplomatic and military personnel in the US missions abroad that they should not encourage,
promote, or influence the purchase by any foreign country of US-made military equipment, unless
they are specifically instructed to do so by an, appropriate official of the executive branch." Section
602 provides general instrucitons to SAOs and DOS has furnished similar guidance to country
teams as a whole. Additional instructions may be provided for specific programs.

F. •lonsraints, In general the USG offers to sell equipment to eligible countries and
international organizations after a case-by-case review of each request. Factors considered include:

1. Legislative Restraints. See examples in SAMM Section 203.

2. Type of Equipment. Sales of small numbers of low technology items which are in
use by US forces are normally easiest to approve.

3. Country and Region. The requirement, threat being faced, impact on capability to
participate in collective security efforts with the US, ability to maintain and use the item,
compatibility with existing inventory, and impact on perceptions or actions of neighbors are
considered.

4. World Situation. Changes in terms of foreign policy, diplomacy, economy,
finances, and security reflecting the changing world-wide situation can cause adjustments in the
overall US approach to foreign sales.

600-1 Change No. 4, 2 March 1992
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5. National Disclosure Policy. NDP- 1 shows levels of classification which the USG is
willing in general to release to specific countries. Requests for exceptions to policy established by
this document are handled by the National Disclosure Policy Board, which is chaired by DOD at
the Under Secretary level.

6. Counterbalancing of Positive and Negative Factors. Positive contributions to US
interests and objectives must more than offset detrimental effects of the transfer.

G. Consultateon. The USG welcomes consultation with our friends and allies regarding
planning to meet their defense needs or to undertake research, development, production, and
logistic support programs of mutual interest. Information obtained through consultation is
important in the planning process (Chapter Four).

60002 DISBURSING AGENT/NON-US ADMINISTRATIVE SUPPORT COSTS.
The USG does not serve as the disbursing agent for funds received .under LOAs unless those
funds are required for materiel or services provided by DOD, another Federal agency, or through a
DOD procurement contract. LOAs will not include transportation, lodging, per diem, or other
administrative expenses of foreign government representatives, even though such expenses may be
relatable to the materiel or service being provided. In exceptional situations, DSAA may
specifically authorize an LOA to include the payment of travel and living allowances for
International Military Students.

60003 PROPER USE OF US-ORIGIN ITEMS. The US overseas military SAO will
assist the host country in observing and reporting on the utilization of defense articles and services
acquired through sale or lease from the United States. The following applies to FMS items,
including those financed by MAP Merger funds. Items furnished under MAP prior to FY 1982 or
Section 506, 516, 517, 518, and 519 FAA are discussed in Section 1101.

A. Country Responsibility. Each country receiving US defense articles is responsible
for adherence to agreements under which transfers are made. These agreements were established
to assure compliance with U.S legislation and policy in order to protect the US, recipient country,
other countries in the region, and private citizens against non-approved use of the articles. US
policy is designed to allow transfers only to those countries with the capability and intent to utilize
equipment in accordance with established agreements.

B. SAO Monitoring. Although controls established by the receiving country will
continue to be the primary means for assuring that defense articles are used, from receipt to final
disposition, according to agreements with the US, the SAO and others with knowledge of usage
should be alert to indications of unauthorized use and report such use to the appropriate host
country or US country team organization.

C. Disposal, When a US-origin defense article has fulfilled its requirement and the
recipient country desires to dispose of the article, there are three proper methods to use:

1. The item may be destroyed (e.g., incinerated, controlled deep water dumping) with no
recognizable residue.

2. The military capability may be removed, whereby the item becomes eligible for transfer to
a third party (e.g., a scrap dealer) within the recipient country or another country.

3. The item may retain its military capability and be transferred to another country. It will
normally be the responsibility of the transferring country to locate a purchaser from among
countries and international organizations listed in Table 600-2.
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Methods 2 and 3 require DOS approval. Because the military capability, potential for unauthorized
disclosure of classified or sensitive inforamtion, safety concerns, and other factors vary among
countries, adherence to DOD procedures for disposal is encouraged.

D. Special Item Disposal. Classified, sensitive, or dangerous features must be
neutralized prior to or during the disposal process in order to eliminate potential for military or
other unauthorized use. Disposal remains the responsibility of the recipient country; however, the
SAO should be aware of methods used by the country for disposal of defense articles and whether
a viable process exists for proper demilitarization.

E. Demilitarization. If in-country demilitarization practices do not appear to meet US
standards, the recipient country should be encouraged to use US demilitarization guidance in
DOD 4160.21-M-I which may be obtained through FMS publications LOAs. Assistance for
specific types of items may also be obtained from the DOD integrated materiel managers or DRMS
for those items. A disposal process which fails to meet US standards should be discussed with
other principal members of the country team and raised to the appropriate US level of the command
chain, either within the host country or in the US, for resolution.

60004 THIRD PARTY TRANSFER CERTIFICATION. Retransfer of defense articles,
which were provided by the US under MAP, FMS, or commercial export license issued pursuant
to AECA Sec 38, from the recipient to anyone not an officer, employee, or agent of the recipient
must be approved by the DOS, on behalf of the President. The third party recipient must provide
appropriate security and retransfer assurances before the Department of State will consent to such
transfers [FAA, 505(a); AECA, Section 3(a) ].

A. DOS Approval. Requests to DOS for transfer can be made only by the country in
possession of the equipment. Formal processing of such requests require approximately 60 days;
therefore, requests for advisory opinions, clearly described as such, may be submitted when the

S,.. .. matter is sensitive or the outcome is uncertain. DOS has provided the following guidance for
requesting approval of third party transfer to a third government:

1. Requests should be made by cable from the Embassy to the DOS, PM/DRSA, with
information copies to DSAA and the potential third party recipient. This constitutes a record copy
of the host government formal request for transfer; therefore, requests should not be submitted by
telefax. Telefax is acceptable for follow up communication.

2. Requests must include --

a. The source of the defense equipment proposed for transfer by the host
government; e.g., MAP, FMS, commercial sale.

b. The original acquisition cost or best estimate of that cost.

c. Confirmation by the host government that the new recipient has agreed to
acquire the items.

d. Identity of the MOD of the new recipient.

e. The use to which the defense equipment will be put.

3. Following review, DOS will transmit a message to the country team, normally
advising that the transfer is approved in principle pending receipt of end-user and retransfer
assurances, and requesting end-use and retransfer assurances from the new recipient post. These
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assurances are mandatory and no transfer may be undertaken until they are obtained. If
disapproved, further guidance or the basis for disapproval will be provided.

4. When the new recipient country team receives end-use and retransfer assurances
from the host government and they do not deviate from the DOS-supplied text, post should notify
PM/DRSA by cable that language requirements have been met. The cable, with information copies
to DSAA and the transferring country, should provide the new recipient correspondence's pouch
registration number and date of transmission. Where language supplied to the new recipient-
country post does not appear to meet USG requirements, the supplied language should be relayed
to DOS for review.

5. Assurances must be binding on the entire government of the new recipient.
Typically, statements made by a Minister of Foreign Affairs (MFA) to another government are
binding on the entire government. Country teams should determine, based on a review of the
domestic legal system, whether assurances issued by a ministry other than MFA are considered
binding. For example, where the MOD issues the assurances, it should sign on behalf of its
government, not on its own behalf. Any questions regarding this issue should be directed in
writing to PM/DRSA.

B. Reports to Congress. Transfers in A. above are reported by DOS under AECA
Sec 3(d), using guidelines similar to those in Section 703. This reporting requirement does not
apply to the following:

1. Temporary transfer of defense articles for the sole purpose of receiving maintenance,
repair, or overhaul;

2. Transfer of maintenance, repair, or overhaul defense services, or of repair parts or
other defense articles used in furnishing such services, if the transfer will not result in any
increase, relative to the original specifications, in the military capability of the items;

3. Transfers pursuant to arrangements among NATO members for cooperative cross-
servicing;

4. Transfers pursuant to arrangements among NATO members or between NATO and
any of its member countries for lead-nation procurement. In this regard, if the item'to be
transferred was originally purchased from the USG and was notified to Congress under AECA Sec
36(b), the proposed transfer is exempt from the reporting requirement of AECA Sec 3(d) if the
Section 36(b) notification identified the transferee on whose behalf the lead-nation procurement
was proposed. For AECA Sec 36(b) proposed sales to a NATO member country purchasing on
behalf of a third NATO party, information as to possible subsequent transfers shall be provided to
DSAA in accordance with the formats contained in Section 703.

C. -P_£.r.MAP. Also see Section 1101.

60005 FOREIGN MILITARY DESIGN AND CONSTRUCTION SALES

A. General. AECA Sec 29 authorizes the sale of design and construction services to
eligible foreign countries and international organizations provided that full costs are paid to the US
If such services are to be procured by the USG, the Purchaser must make funds available in such
amounts and at such times as they may be needed to meet the payments required by the contract
and any damages and costs that may accrue from the cancellation of such contract, in advance of
the time funds are required. Congressional reporting required in AECA Sec 36(b) applies to
design and construction programs valued at $200 million or more.
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B. ProcedureL Design and construction services will be offered under normal FMS
procedures.

1. When part of a larger program, the services will be included in the total package LOA
under the cognizance of the managing LA. A note will indicate that the services are offered under
the authority of AECA Sec 29 and will identify the construction agent for this portion of the
program; e.g., US Army Corps of Engineers. When required, the IA and construction agent may
conclude an internal agreement to show program management relationships.

2. When these services are stand-alone, the construction agent will also normally be the IA.

60006 COMMUNICATIONS SECURITY (COMSECQ PROGRAMS. Discussions
relating to COMSEC will not be initiated without obtaining prior approval from DSAA. Requests
for information will be forwarded to DSAA for staffing and approval. Following approval,
standard procedures apply. The IA is responsible for assuring that NDP requirements are satisfied
and that program details are staffed with appropriate security activities before a response is
provided to the purchaser. Refer to NACSI 6001, Foreign Military Sales of Communications
Security and Services to Foreign Governments and International Organizations, and JCS Memo
131, Joint and Combined Communications Security, dated 18 July 1983.

60007 TRANSLATION SERVICES. Responsibility for translation of documents rests
with the user or recipient country. SAOs should make this point clear to host country counterparts.

A. SAOs may provide, for purposes of communicating between USG and purchaser
representatives only, "informal translations" using the same practices as the local US diplomatic
mission, when the chief of the SAO determines an informal translation of an English text is in the
US interest. Translators must clearly mark the translated document "Informal and unofficial
translation--English text governs." SAOs should ensure that a forwarding letter accompanies each
contractual document (i.e., LOA) emphasizing that the English text is the officially binding
document.

B. Translation assistance shall be limited to officials of the US or host country. Other
requestors should be advised to seek assistance from local translators.

60008 EXCLUSIVE LICENSING ARRANGEMENTS. When a request for P&A or an
LOA is received from an FMS customer and the request falls within an exclusive commercial
license arrangement for the article or service, the customer will be informed that the specific foreign
firm has exclusive rights in that country relating to the sale of the item being sought.

A. If the customer still pursues an FMS transaction, the customer should be advised that the
request should be set forth in a letter from the MOD, Deputy MOD, or equivalent, to Director,
DSAA showing why purchase via an FMS transaction is desired.

B. Upon receipt of written requests containing justification, in order to comply with AECA
Sec 42(a), DSAA will advise the foreign firm involved (or its representative in the US) in writing
of the requests. DSAA will provide the firm with a copy of the written request, if unclassified, and
other unclassified records germane to the transaction, and give the firm an opportunity to provide
data pertinent to the request, including a statement as to the amount of financial return to the US
economy should such a sale be made by the foreign firm. The firm will normally be allowed 30
days to provide comments.
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C. If P&A data is to be provided, or an LOA is to be issued to the requesting government,
the Director, DSAA will so advise the foreign firm and will provide upon its request relevant
unclassified and non-proprietary P&A data. DSAA will advise the firm of LOA renewals,
modifications, or extensions prior to acceptance by the purchasing country.
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The following acronymns or abbreviations are used in this table:

Country/Organization and CoAd. The short names and two digit Code listed are those
assigned for FMS purposes (e.g., for assignment of LOA identifiers or SA communications) and
are generally consistent with National Institute of Standards and Technology (NIST) codes in
"Status of the World's Nations", DoS Office of the Geographer Publication 9694. If a teritory,
the host country Code is listed in parenthesis to the right of the Country name. Where FMS and
NIST codes differ, NIST codes are listed parenthetically to the right of the SA Code.

UCOM (unified command area). NR - Nonregional, AT - Atlantic Command, CE - Central
Command, EU - European Command, PA - Pacific Command, and SO - Southern Command

&Z (Region/Congressional grouping). NR - Nonregional, AFR - Africa Region, AR -
American Republic, EUR - European, EAP - East Asia and Pacific, NESA - Near East and South
Asia

EMS (AECA eligibility). F - Countries/Organizations determined by the President under
AECA Sec 3(a)(1) to be eligible to purchase defense articles and defense services under authority
of the AECA. A determination by itself does not signify that sales will be made since sales may
have been suspended for legal or policy reasons. Questions regarding eligibility may be referred to
DSAA Operations.

DIM (dependable undertaking). U - authorized terms of sale DU.

D=S (defense transportation service). T - authorized to use DTS for all FMS shipments. Not
all countries authorized DTS have active FMS programs. No international organization has DTS
authority.

All interim or permanent changes to this table must be made by DSAA Operations Directorate,
Management Division. Country/organization/ other codes which are not included below will not be
introduced into records, including automated local records, without formal approval

£untrx fode UCOM &Z EMS DX DM
Afghanistan AF CE NESA F\1
Albania AL EU EUR F
Algeria AG EU NESA F U
Andorr AN EU EUR
Angola AO EU AFR
Anguilla AV AT AR
Antigua and Barbuda (UK) AC AT AR F T
Argentina AR SO AR F U
Armenia AM EU EUR
Australia AT (AS) PA EAP F U
Austria AU EU EUR F U
Azed~aijan AJ EU EUR

TABLE 600-1. Country and International Organization Information (Pg 1 of 8) **
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Bahana K BF AT AR F U
Bahrain BA NESA F U
Bangladsh BO PA NESA F U
Barao BB AT AR F U T
Belaris BO EU EUR
BIu-.- F BE EU EUR F U
BEF6; reservedforDFAS F1 EU EUR F U
BelizeU BH so AR F T
Benin DA(BN) EU APR F T
Bermuda (Ub) BD AT AR
Bhutan BT PA NESA
Bolivia BL so AR F T
Bolivia INC DI SO AR F
BsiaHcgovena BK EU EUR
Botswana BC EU APR F U T
Bmbzil BR SO AR F U
British Indian Ocean (UK) RO PA NESA
British Virgin Fslands V1 AT AR
Brunei BX PA EAP F U
Bulgaria BU EU EUR F
BurkbnaFaso CU EU APR F T
Burma - see Myanniar---
Burundi BY EU AER F T

Cambodia CB PA EAP F%1
Cameroon Ruc EU AER F U T
Canada CN (CA) NR EUR F U
Cape Verde, Republic of CV AT APR F T
Cayman Islands (UK) CJ AT AR
Central African Republic eI EU APR F T
Chad CD EU APR F T
Chile CI so AR F U
China CH PA EAP F U
Colombia CO) so AR F U T
ColombiaL NC D5 so AR F U T
Como0Cs CR (CN) PA APR F
Congo CF EU APR F
Cook Islands CW PA EAP F
Costa Rica CS so AR F U T
Croatia HR EU EUR
Cuba CU AT AR
Cyprus CN EU EUR
Czech Republic EZ EU EUR F

Denmark DE (DA) EU EUR F U
DE F16; reserved for DFAS P2 EU EUR F U

TABLE 600-1. Country and International Organization Information (Pg 2 of 8)
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CmutrX Cat COM RU EM~ DMI DM~

DjiboWu DI CE APR F T
Dominica DO AT AR F U T
Dominican Republic DR AT AR F U T

Ecuador EC so AR F U T
EcuadorlNC D6 so AR F U T
Egypt EG CE NESA F U
El Salvador ES so AR F U T
Equafhial Guinea EK EU APR F T
Fzirea ER CE APR
Eshonia EN EU EUR F
Ethiopia CE AFR F T

Falkland Wsands (UK) PA AT AR
aero Island( FO AT EUR

Fiji PJ PA EAP F
nand FH EU EUR F U

France FR EU EUR F U
French Guiana (FR) PG so AR
French Polynesia (FR) PP PA EAP

Gabon GB EU APR P T
Gambia GA EU APR P T
Georgia GG EU EUR
Germany GY (GM) EU EUR F U
Ghana IH EU APR F T
Gibraltar (UK) GI EU EUR
Greece GR EU EUR F U
Greenland (DE) GL AT AR
Grenada GJ AT AR F T
Guadeloupe (PR) GP AT AR
Guawmala, GT so AR P U T
Guinea GV EU APR F T
Guinea-Bissau PU EU APR F T
Guyana GU so AR F

Haiti HA AT AR F U T
Honduras HO so AR F U T
Hong Kong (UK) HK PA EAP
Hungary HU EU EUR F

Iceland EL (IC) AT EUR F U
India IN PA NESA F U
Indochina IC PA EAP
Indonesia ID PA EAP F U
Iran JR CE NESA
Iraq IQ CE NESA
Ireland El EU EUR P U
Israel is EU NESA P U

TABLE 600-1. Country and International Organization Information (Pg 3 of 8)
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SCotde UmuM TRU EM DX DM

Italy IT EU EUR F U
Ivory Coast IV EU AFR F T

Jamaica JM -AT AR F U T
Japan JA PA EAP F U
Jordan JO (C NESA F U T

(Kampuchea) See Cambodia - - -

Kazakhstan KZ EU EUR
Kyrgyzstan KG EU EUR
Kenya KE (C AFR F U T
Kiribati KR PA EAP
Korea (Seoul) KS PA EAP F U
Kuwait KU CE NESA F U

Laos LA PA EAP F\1
Latvia LO EU EUR F
Lebanon LE EU NESA F U
Lesotho LT EU AFR F T
Liberia U EU AFR F U T
Libya LY EU NESA F\1
Liechtenstein IS EU EUR
Lithuania LH EU EUR F
Luxembourg LX (LU) EU EUR F U

Macau (PTi) MC PA EAP
Macedonia MK EU EUR
Madagascar MA PA AFR F T
Malawi MI EU AFR F T
Malaysia MF (MY) PA EAP F U
Maldives MV PA NESA
Mali RM (ML) EU AFR F T
Malta Mr EU EUR F U
Marshall Islands R2 (RM) PA EAP F
Martinique (FR) MB AT AR
Mauritania MR EU AFR F T
Mauritius NP PA AFR F T
Mexico MX SO AR F U
Micronesia FM PA EAP F
Moldova MD EU EUR
Monaco MN EU EUR
Mongolia MG PA EAP
Montserrat (UK) MH AT AR
Morocco MD EU NESA F U T
Mozambique NZ EU AFR F T
Myanmar (formerly Burma) BM PA EAP F

Namibia WA EU AFR F T
Nauru NR PA EAP

TABLE 600-1. Country and International Organization Information (Pg 4 of 8)
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Country t UCOM RU EM iW DS

Nepal NP PA NESA F U
Netherlands NE (NL) EU EUR F U
NE F16; reserved for DFAS F3 EU EUR U
Netherlands Antilles (NE) NA (NT) AT AR
New Caledonia (FR) NC PA EAP
New Zealand NZ PA EAP F U
Ni-ragua NU SO AR ft
Niger NK (NG) EU AFR F T
Nigeria NI EU AFR F U T
Niue NQ PA EAP
Norfolk Islands (AT) NF PA EAP
Norway NO EU EUR F U
NO F16; reserved for DFAS F4 EU EUR F U

Oman MU CE NESA F U

Pakistan PK CE NESA F\j U
Panama PN (PM) SO AR F U
Papua-New Guinea PP PA EAP F
Paraguay PA SO AR F T
Peru PE SO AR F U T
Peru INC D3 SO AR F U
Philippines PI (RP) PA EAP F U
PitcaiM (UK) PC PA EAP
Poland PL EU EUR F
Portugal PT (PO) EU EUR F U

Qatar QA CE NESA F U

Reunion (FR) RE PA AFR
Romania RO EU AFR F
Russia RS EU EUR
Rwanda RW EU AFR F T

San Marino SM EU EUR
Sao Tome and Pincipe TP AT AFR F T
Saudi Arabia SR (SA) CE NESA F U
Saudi Arabia National Guard SI CE NESA F U
Senegal SK (SG) EU AFR F T
Serbia S2 (SR) EU EUR
Seychelles SE PA AFR F T
Sierra Leone SL EU AFR F T
Singapore SN PA EAP F U
Slovak Republic LO EU EUR F
Slovenia S3 (SI) EU EUR
Solomon Islands BP PA EAP F
Somalia SO CE AFR F T
South Africa UA (SF) EU AFR
Spain SP EU EUR F U

TABLE 600-1. Country and International Organization Information (Pg S of 8)
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Sri Lanka CE PA NESA F
St Helena (UK) SH AT AFR
St Kitts and Nevis SC AT AR F T
St Lucia ST AT AR F U T
St Pierre and Miquelon (FR) SB AT AR
St Vincent and Grenadines VC AT AR F U T
Sudan SU CE AFR F U T
Suriname NS SO AR F U
Swaziland WZ EU AFR T
Sweden SW EU EUR F U
Switzerland SZ EU EUR F U
Syria SY EU NESA

Taiwan 1W PA EAP F U
Tanzania 17, EU AFR F T
Tajikistan TI EU EUR
Turkmenistan TX EU EUR
Thailand TH PA EAP F U
Togo TO EU AFR F T
Tokelau (NZ) IL PA EAP
Tonga TN PA EAP F
Trinidad-Tobago ID AT AR F U
Tunisia TU (TS) EU NESA F U
Turkey TK TU) EU EUR F U
Turks and Caicos (UK) TS AT AR
Tuvalu TV PA EAP
Uganda UG EU AFR F T
Ukraine UP EU EUR
United Arab Emirates TC CE NESA F U
United Kingdom UK EU EUR F U
United Kingdom Polaris Project UZ EU EUR
Uruguay UY SO AR F U T
Uzbekistan U2 EU EUR

Vanuatu NH PA EAP F
Venezuela VE SO AR F U
Vietnam VS (VM) PA EAP F\J

Western Sahara WI EU AFR
Western Samoa WS PA EAP F

Yemen YE (YM) CE NESA F\1
Yemen, Aden YS (YM) CE NESA

Zaire CX (CG) EU AFR F T
Zambia ZA EU AFR F
Zimbabwe Z EU AFR F T

TABLE 600-1. Country and International Organization Information (Pg 6 of 8)
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OrganizatiaonaL/Other Code UCOM RE EMS DM
Central Treaty Organization (CENTO) T3 NR NR

DSAA\DFAS reserved
Airborne Warning and Control System Wl NR NR\3
Department of Defense 00 NR NR
European Participating Group F16 follow on PG NR NR
Expanded IMET (Nonspecific) 66 NR NR
FMF Administration (DFAS use through FY95) 55 NR NR
FMS Agreements (FACTS Data, DSAA) C2 NR NR
General Cost-MAP (GC-MAP) 22 NR NR
MAP Owned Materiel (DSAA Records) M3 NR NR
MAP Property Sales and Disposal (MAPSAD) M2 NR NR
Panama Canal Area Military Schools (PACAMS) 11 SO AR
Seasparrow (Sec 1004, P.L. 98-525) N3 NR NR\.
Special Defense Acquisition Fund (SDAF) D2 NR NR

Intl Civil Def Organization (ICDO) is NR NR

NATO N2 EU EUR F U
Headquarters N6 EU EUR F U
Airborne Early Warning and Control

Operations and Support Budget (O+S) K7 EU EUR F U
Prog Mgt Ofc (NAPMO) NI EU EUR F U

Commo & Info Systems Agency (NACISA) K4 EU EUR F U
Euro Fighter Acft Dev, Prod, & Log Mgt
Agency (NEFMA) M1 EU EUR F U

HAWK Prod & Log Org (NHPLO) M6 EU EUR F U
"Missile Firing Installation (NAMFI) N9 EU EUR F U
Multi-Role Combat Acft (MRCA) Dev & Prod
Agency (NAMMA) K3 EU EUR F U

Mutual Weapons Dev Prog (MWDP) N8 EU EUR F U
NAMSA-FI04 K2 EU EUR F U
NAMSA General + Nike N4 EU EUR F U
NAMSA General-Other M9 EU EUR F U
NAMSA-HAWK N7 EU EUR F U
NAMSA Nike Training Center (NNTC) K6 EU EUR F U
NAMSA-Patriot M8 EU EUR F U
NAMSA-Weapons M5 EU EUR F U
Southern Region Signal/Communications M7 EU EUR F U
Supreme HQ, Allied Powers, Europe (SHAPE) A2 EU EUR F U

Organization of American States (OAS) Al NR NR F

Regions
Africa R6 EU AFR
American Republic R5 SO AR
East Asia and Pacific R4 PA EAP
European R2 EU EUR
Near East and South Asia R3 EU NESA

TABLE 600-1. Country and International Organization Information (Pg 7 of 8)
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Organizatin U 2/Other f&" U M Rg E Mn E D
SE Asia Treaty Organization (ceased 24 Sep 75) T4 NR NR
Supreme Allied Cdr Atlantic (SACLANT) K5 NR NR

Trust Territory, Pacific Islands PS PA EAP

United Nations 19 NR NR F
International Civil Aviation Org (ICAO) T7 NR NR F
Office for the Coordination of UN Humanitarian

and Economic Assistance Programs (UNOCHA) A4 NR NR F

\1 Program is currently restricted or suspended (suspension is noted only if extant for a
prolonged period).

•Q International Treaty Organizations include:
North Atlantic Treaty Organization (NATO) and its agencies
Organization of American States (OAS)
United Nations (UN) and its agencies
Intl Commission of Control and Supervision in Vietnam (inactive)
Intl Commission of Control and Supervision in Laos (inactive)

\3 Affiliated with, but not eligible for FMS as part of, NATO.

TABLE 600-1. Country and International Organization Information (Pg 8 of 8)
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Section 601 - Contractor Preference for Direct Commercial Sales

60101 PURPOSE. This section pertains to U.S. contractors and DOD. It identifies the
policies and procedures applicable to contractor requests to sell defense articles exclusively through
direct commercial sales rather than through FMS.

60102 GENERAL.

A. Direct Sales Preference. As used in this section, the terms "direct sales" and"commercial sales" are synonymous, as are "direct sales preference" and "direct commercial sales
preference." Direct sales preference is a procedure for recognizing contractor wishes to sell
directly to countries approved to receive defense articles and services under the AECA, as opposed
to Government-to-Government sales under FMS. The procedure is implemented as a courtesy to
industry on a best efforts basis.

B. DOD Neutrality. DOD is generally neutral as to whether a foreign country satisfies its
requirements for a U.S. origin defense article through FMS or on a direct commercial basis. DOD
inability or unwillingness to designate an item for direct sale preference should not be construed to
reflect DOD preference for sale of an item via FMS.

C. FMS Only Designation. The following criteria will form the basis for DOD
components to recommend that an item be sold only through FMS channels: A legislative or
Presidential restriction; DOD policy (e.g., NDP-l); international agreement; or a U.S. force
interoperability or safety requirement. These criteria will be administered within DOD by DTSA
through the export licensing process. Recommendations based on these criteria must be fully
supported. Disagreements may be reconciled by DTSA or referred to the appropriate DOD element
for resolution in accordance with NDP-1, DODD 2040.2, or DODD 5120.49.

D. Concurrent FMS and Direct Negotiations. DOD Components will not, except
where such action is specifically approved by DSAA, engage in comparison studies requested by a
foreign government of an FMS offer versus a direct commercial sale. Procedures in this section
are designed to avoid or control such studies.

E. USG Approval of Direct Sales. Agreement by DOD to notify a country of direct
sales preference does not constitute a commitment by the USG that a munitions license will be
issued or that the use of USG-owned plant and production equipment will be authorized.
Disapproval of a contractor request for this preference does not prevent approval of a munitions
license for a specific sale or of a contractor request to use USG-owned plant and production
equipment.

F. Sales Activity Communications. In implementing these procedures, each DOD
Component processing LORs or LOAs will keep other Components, info "ned of significant
commercial sales activities.

G. Preference Life Span. Direct sale preference designations will normally be valid for
three years. Confirmation that the article still qualifies will be accomplished prior to reinstatement
or designation beyond three years. The responsibility to request continuation of the direct sale
preference designation rests with the manufacturer of the article.

H. Active Preference Summary. During January each year, DSAA will provide to
affected DOD Components a list of approved direct sale preference articles and their commercial
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producers. DOD Components will use this list and the notifications provided at the time each direct
commercial preference is approved in evaluating requests for P&A or an LOA for the articles.

I. Individual Proposals. If a request is received by DSAA which does not qualify for
direct sale preference but identifies negotiations with one or more foreign countries, consideration
will be given to preference for the transaction. A copy of the request for a price quotation from the
country must be included. These notifications will be listed for one year as an appendix to the
active preference summary.

J. Extent of DOD Commitment. The process outlined in this section is a best efforts
commitment by DOD to comply with industry preferences. Failure on the part of a DOD
Component to comply with these procedures will not invalidate any resultant FMS transaction.

60103 GUIDELINES. 'The following should be used to help select defense articles for
which direct commercial preference will be requested and determine when the preference will be
applied:

A. Defense Article Exclusions. The following will not be designated for direct sale
preference:

1. Article provided on FMS LOA non-defined (dollar) lines or not significant military
equipment on the USML. Automated procedures for supply under CLSSA, BO, CSP, or other
dollar lines do not lend themselves to the manual process through which direct commercial
preference operates.

2. Two or more producers qualified and capable of producing the defense article. This
is to avoid guiding purchasers to one manufacturer of an item when there are other qualified
producers.

3. Classified article. In most instances, for security reasons, classified articles require
special handling which may not allow DOD to agree to a direct commercial preference commitment.

4. Ammunition above 40mm.

5. Article which includes GFE, including GFE manufactured in a Government-
Owned, Government-Operated (GOGO) facility, unless authorized for sale to U.S. firms under
DODD 4175.1. Controls for these items needed to sustain a surge production capacity are more
difficult to manage under direct preference.

6. Article where supply exclusively through commercial channels could reasonably by
expected to adversely affect:

a. Deliveries to meet DOD, including FMS, needs.

b. DOD stockage levels (e.g., a substantial excess condition exists).

7. Article required in conjunction with a system sale.

8. A service. The difficulty in defining services to ensure equitable treatment of
potential contractors normally prevents approval for direct commercial preference.

B. Snecific Sale Exclusions. Under one or more of the following conditions, items
which have otherwise been approved for direct sale preference may be sold through FMS
procedures:

601-2 Change No. 4, 2 March 1992



60103.B.1. DOD 5105.38-M

1. Sales to the Governments of Thailand and the Federal Republic of Germany. These
countries have requested and been granted exceptions to purchase via FMS, articles and services
designated for direct sale preference.

2. The sale is financed with MAP funds.

3. The item has unallocated SDAF or DOD long supply (including MAP disposable)
stocks and, in the judgement of the DOD Component concerned, reduction of the stocks is
desirable.

4. Transfer through commercial channels could adversely effect deliveries under
existing contracts.

5. The sale is approved by the Director, DSAA.

60104 COMMERCIAL SOURCE RESPONSIBILITIES. The manufacturer must
inform DSAA Operations Directorate that it believes it is the sole U.S. producer and prefers to sell
an SME item on a direct commercial basis. The notification must provide the following: Article
designation or nomenclature, military model number, and NSN (mandatory, will be returned ,
without action if the NSN is not provided), date and number of the most recent contract with DOD,
and the DOD recipient under the contract.

60105 DSAA RESPONSIBILITIES. DSAA will determine whether an article is to be
designated for direct sale preference based on the request of the manufacturer and information
provided by the cognizant DOD Component. The DOD Component will be provided an
information copy of the response to the manufacturer with instructions regarding processing of
requests for articles which have been designated for direct sale preference.

60106 DOD COMPONENT RESPONSIBILITIES. Correspondence pertaining to direct
commercial preference should be coordinated with DSAA-OPS.

A. Reauests for Preference. DSAA will ask the applicable DOD Components to
provide input within 30 days for responses to requests for preference. Input should include:

1. Confirmation that the item is SME. In some instances (e.g., certain wheeled
vehicles), non-SME items are offered as defined lines on LOAs. Non-SME status should not
disqualify the item from direct commercial preference consideration in these instances.

2. Contract history with the firm.

3. Other sources capable of producing the article.

4. Impact of preference designation on U.S. programs (e.g., delayed deliveries or
inability to reduce excess stocks.)

5. Confirmation that the item is manufactured without GFE or, if applicable, the firm's
qualifications to purchase GFE under the provisions of DODD 4175.1.

6. Other comments regarding whether the item qualifies for direct preference based on
Section 60103 Guidelines.
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B. P&A or LOA Requests. In addition to retaining information within SA
organizations, notices of direct commercial sale designation should be held at the item manager
level to allow proper screening of P&A and LOA LORs for direct sale preference. Within three
weeks of receipt of the LOR, notify the purchaser of any direct preference, using the following
letter or message text:

[Company] has advised DOD that it has the capability of providing [article], which
you have requested to purchase via FMS, and prefers to market it on a direct commercial
basis.

DOD has no preference as to whether this item is procured through FMS or on a
direct commercial basis. If a commercial transaction is undertaken, the U.S. Government
will not be a party to the contract; therefore, all aspects of contract performance must be
between your Government and the company.

Should you not desire to pursue a direct commercial purchase, please advise us of
your rationale.

C. P&A or an LOA Versus a Commercial Proposal. SA countries may request
FMS data after having solicited bids from contractors. Under these circumstances, data should not
be offered until:

1. The country confirms that commercial negotiations have stopped and provides
rationale for continuing with FMS.

2. When considered appropriate, contractor input is obtained. Since only one source
usually exists for direct sale preference items, it will normally be presumed that contractor approval
for FMS sale, versus no sale, is supported; however, DSAA or the DOD Component should obtain
contractor comments prior to issuance of P&A or an LOA where necessary to make an informed
FMS data release decision.

3. DSAA has determined, based on the combination of information received from the
foreign government, and contractor when possible, whether to satisfy the requirement under FMS.

D. Withdrawal of LOAs. Instances could arise where an SA customer received an LOA
and subsequently solicited bids from private industry for the same item. Such action does not
automatically require DOD withdrawal of the LOA. DOD Components should query the country as
to its intentions and express a predilection for withdrawing the LOA in light of the commercial
quotation request.
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Section 602 - SAO - Industry SA Relations

60201 PURPOSE. This section contains policy and guidelines for SAO assistance to
industry representatives marketing U.S.-produced defense articles or services in the host country.
It also summarizes actions which the commercial marketer can take to help assure success of these
efforts.

60202 SAO GUIDELINES.

A. Individuals marketing U.S. defense products should receive the same courtesies and
support offered to persons marketing any other U.S. product. The principal point of contact for
most U.S. defense industry representatives marketing defense equipment in U.S. missions is
normally the SAO, rather than the commercial attache.

B. If a country intends to purchase a defense article it is in both the U.S. national security
and economic interests that the purchase be a U.S. product. Consequently, SAOs should support
the marketing efforts of U.S. companies while maintaining strict neutrality between U.S.
competitors. In general and subject to releasability considerations, including export licensing, the
SAO should facilitate the flow of information regarding U.S. systems to allow countries to make
acquisition decisions, commercially or through FMS, while avoiding advocacy of a program with a
specific U.S. producer (Also see Paragraph 7.)

C. DSAA is working closely with industry representatives to develop a mutually
supportive relationship. The following guidance for SAOs is designed to supplement that provided
from the State Department and to define the appropriate relationship that the SAOs should have
with representatives of U.S. industry.

1. Providing Country Information. An important function of the SAO is to be
well informed about, and properly responsive to, U.S. defense industry interests in the host
country. Upon request, and subject to such factors as availability of resources and country
sensitivity to release of specific data, the SAO should be prepared to provide industry
representatives with the following kinds of unclassified information:

a. Data on the defense budget cycle in the host country including the share of
that budget devoted to procurement. Industry representatives may also be made aware 6f the
country's current FMS and MAP budgets.

b. Information on the national decision making process, both formal and
informal, and on decision makers in the MOD and military services.

c. Information on the national procurement process, to include bidding
procedures, legal or policy impediments to procurement from U.S. sources, and other information
needed for the American commercial competitor to deal effectively with the country.

d. Estimates as to the kind of equipment the country currently needs to fill
defense requirements and that it is likely to need in the future, as well as procurement plans for this
equipment as known and appropriate to reveal.

e. Information as to -the marketing efforts of foreign competitors.

f. Information on the major in-country defense firms and their products. This
can assist U.S. firms when trying to identify possible subcontract support services needed or for
exploring teaming, licensing, or other cooperative arrangements.
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In providing this information the SAO should attempt to draw on any expertise resident in the
Embassy. As an example, it might be useful for industry representatives to be aware of the overall
financial position of the country, any International Monetary Fund (IMF) controls/restrictions on
credit, and the relationship between the MOD and other branches of the government. This might
mean drawing on the expertise of the Commercial, Economic, or Political Officers in the Embassy.

2. Reciprocal Procurement Agreements. The countries that have entered into
reciprocal procurement agreements with the DOD (covering mutual cooperation in R&D,
production, procurement, and logistics) have agreed to provide equal access by each party to the
defense market of the other. Based on these agreements, SAOs should have a working knowledge
of the host country's acquisition system and, in conjunction with the Embassy Commercial
Attache, have a process for obtaining advance procurement information on bid solicitations which
is simultaneous with the bid solicitations provided to in-country suppliers. The information on the
reciprocal agreement and on the host country's defense solicitations should be provided to
appropriate U.S. industry representatives. The exchange of information between the SAO and the
industry representative can be used to monitor host country compliance with the reciprocal
agreement. If it is suspected that U.S. companies are not being provided equal access to the
defense market of the host country or if U.S. industry representatives can provide information
which indicates that the agreement is not being honored, the SAO should work with the Embassy
Commercial Attache to resolve the issue as well as advise the host country procurement officials
and appropriate OSD activities.

3. Ap.pointmnts. The SAO should assist industry representatives with visit
appointments elsewhere in the Embassy and, as time and circumstances permit, facilitate
appointments in the host country MOD and services. This will normally be accomplished by
advising industry representatives of the proper country individuals/offices to contact. In order to
avoid the impression of SAO endorsement of a given item or service, making calls for
appointments with country officials will normally be done by the industry representatives involved
in a marketing effort, unless the host country prefers to deal with SAOs for appointments and the
SAO concurs with the approach. If requested by the industry representatives and the host
government, the SAO may sit in on key meetings to help assess defense requirements and the
extent of U.S. industries' ability to meet those requirements.

4. U.S. Comgetitors. Unlike most other countries that sell defense equipment,
the U.S. is likely to have more than one producer of any given weapons system. An SAO
obviously should maintain neutrality between such competitors. When more than one U.S.
competitor is involved, the SAO should still be able to explain to host country personnel why the
purchase of a U.S. system would be to the country's advantage. If asked by a representative of
one U.S. company, the SAO can acknowledge whether and when other U.S. vendors have come
through the country, but he should not divulge any marketing strategy or other proprietary
information of any U.S. competitor. In cases where is it clear that there is only one U.S. source or
producer marketing a system, the SAO may endorse a specific American product to the host
government. If it has not already been communicated to the SAO that a specific product or
capability is to be supported, the SAO may inquire from DSAA whether DOD can actively
participate in supporting a specific sale.

5. Commercial Versus FMS Sales.

a. DOD policy is that it generally has no preference as to whether a foreign
country fills its valid defense needs through FMS or commercial channels. Moreover, DOD policy
provides that DOD should try to accommodate a U.S. contractor preference for direct sales if such
a preference is indicated by the contractor, unless the host country requests to make the purchase
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through FMS. DOD policy also provides that price quotes will not normally be provided for
comparison of FMS with direct sales.

b. A particular concern of industry is that SAOs may be requested to provide
pricing data on an informal basis, and that the planning data provided may be unfavorable to a
commercial sale because the data does not reflect a considered response prepared by a MILDEP
procurement activity. All inquiries on pricing should be referred back to the appropriate MILDEP
and/or DSAA in accordance with the procedures elsewhere in this manual This is the only way to
assure that an SAO response will provide the most accurate P&A data possible. Even then it will
be noted that a particular sale, either FMS or commercial, may include marked differences in
delivery schedules, equipment modifications, spare parts, and training packages, and the recipient
should exercise considerable caution in comparing FMS and commercial data.

c. The SAO should endeavor to be of assistance to a broad spectrum of U.S.
defense industry marketing efforts. The SAO should endeavor to see that defense industry
representatives marketing less complex, less expensive equipment receive attention just as do
representatives marketing more sophisticated equipment. It is not uncommon for various levels of
any Embassy to be involved in promoting particularly large sales of American equipment. While
smaller vendors cannot expect this level of support, they should receive as much attention from the
SAO and the mission staff as time and the specific case permits.

6. Follow.-U The SAO should encourage visiting U.S. contractors to debrief
him and other relevant members of the mission staff on their experiences in country. The SAO
should also be prepared to respond to possible follow-up inquiries from industry representatives
with respect to any reactions from host country officials or subsequent marketing efforts by foreign
competitors. Embassy staff may also be alerted by the SAO about obtaining reactions from the
host country officials and passing these on to industry representatives.

7. Exceptional Circumstances. It is reaffirmed that, in general, industry
representatives are to receive assistance for defense materiel or service marketing efforts when
requested. In the unusual event that assistance is requested but, in the judgement of the SAO,
marketing efforts do not coincide with overall U.S. defense interests (e.g., the product is wrong
for the country), or have potential for damaging U.S. credibility and relations with the country,
SAO concerns should be relayed to the appropriate MILDEP and/or DSAA along with a request for
instructions on how to proceed.

60203 GUIDELINES FOR INDUSTRY INTERFACE WITH SAOs **
This subsection is directed toward representatives of U.S. industry. It is included as information
in recognition of overlapping DOD and commercial interests in the area of defense sales and as a
courtesy to the commercial organizations which purchase and use this manual as a reference
document in their marketing efforts. It shows actions which U.S. commercial marketers may take
which, when working with SAOs, will support U.S. interests while improving the opportunities
for marketing success.

A. Background.

1. It is the mutual responsibility of the USG and U.S. industry to understand the
merits of transferring U.S. military items and services in furtherance of U.S. objectives, including
enhancement of U.S. defenses through support to friendly countries. It is to the advantage of both
parties to build these defenses through both FMS and commercial channels and, in the process, to
support U.S. policy and foster U.S. trade.
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2. In order to carry defense marketing efforts out effectively, a working knowledge
of the major differences between FMS and direct commercial sales should be helpful. A DOD
booklet, A Comparison of Direct Commercial Sales and Foreign Military Sales for the Acquisition
of U.S. Defense Articles and Services, as well as other DOD publications pertaining to security
assistance, are available from the Defense Institute of Security Assistance Management
(DISAM/DIR), Building 125, Area B, Wright-Patterson Air Force Base, OH 45433-5000;,
telephone (513) 255-2994/3669.

B. SAO-Host Country-Industry Interface. Representatives of U.S. industry
should take into consideration that SAOs are responsible for long-term mutually beneficial
relationships between the U.S. and host countries. This "honest broker" role has, as one
important aspect, the need to stress maximum defensive capability within available resources. This
and other factors are weighed by SAOs, who give their overall mission precedence over the
benefits of a specific prospective sale.

C. Contacts with Country Representatives. When dealing with international
customers for the first time, it will be found that ethics, customs, policies, and laws sometimes
vary from those which are accepted or in force in the United States. It is important to become
aware of these distinctions before consequential problems develop; therefore, industry
representatives should familiarize themselves with U.S. laws which have a bearing on the conduct
of international business.

D. Ouality of Products and Support.

1. Industry representatives should be knowledgeable and forthright concerning
follow-on support arrangements and should assist customer countries in using the available
logistics infrastructure to operate and maintain marketed equipment. This is especially important in
less developed countries.

2. In any direct sale, but particularly those for items which are not in the DOD
inventory, industry should make every effort to provide a total package, including concurrent and
follow-on spare parts, special tools, publications, training, and a repair and return program.

3. Quality control and customer service should be carried to delivery and acceptance
since small nations often have great difficulty in correcting even minor problems.

E. Administration Actions. Thirty days in advance of initial visits, defense industry

representatives should provide SAOs:

1. A synopsis of equipment and services proposed for sale.

2. Current export license information, including restrictions and provisos.

3. Dates of planned in-country travel.

4. Non-proprietary information already provided to the host country, or other
contacts concerning this equipment or service.

5. Specific support (briefings, appointments) requested.

In order to help insure program continuity, industry representatives should also backbrief SAOs
before departure.
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SECTION 603 - SALE OF GFE, GFM, AND RELATED SERVICES

60301 PURPOSE. This provides guidance to execute authority in AECA Sec 30 to sell to US
companies defense articles and defense services (items) in connection with proposed direct
commercial exports pursuant to the ]TAR. This section is based on the legislative history of AECA
Sec 30 and constitutes the consistent legal interpretation of its authority an-id limitations.

60302 GENERAL.

A. ITAExecution. The IA shall execute the functions conferred by AECA Sec 30 and may,
redelegate the authority not below the level of the commanding officer or head of a contracting
activity of the IA responsible for acquisition of the applicable end item. ,

B. Records and Renortina. A central IA record will be maintained showing the *

purchaser, item being sold, source (stock, DoD production, or procurement), cost estimate or (if
delivered) billed price, end item (if applicable), ultimate recipient (country or international
organization), and export license number and date or other DoS approval. Information from this
record will be provided to DSAA upon request.

C. Authorized Items. Items shall not be sold if they are available to the purchaser
directly from US commercial sources at such times as may be required to meet the delivery
schedule. Sales may be authorized for.

1. Articles of a type approved for FMS, which have been supplied as GFE or GFM in
connection with past or present DoD procurement of the end items, including concurrent or follow-
on support, and where the sale would simplify and expedite the direct commercial sale involved.

2. Services, such as transportation, installation, testing, or certification, which are
directly associated with the sale. They may be performed only in the US in support of the sale ofdefense articles. Services alone may not be provided.

D. Authorized Purchasers. Sales may be authorized to a company incorporated in the
US when one of the following applies:

1. The company is an existing end item prime contractor as defined in this paragraph,
with an approved license under the ITAR, under which contract final assembly or manufacture of
the end item will take place in the US. The license must provide for inclusion of GFE or GFM in
the end item which is furnished for use of the armed forces of a specific country or international
organization. The licensee shall identify the end item which has been or will be exported, and the
ultimate recipient. For this purpose, existing prime contractors include contractors with a DoD
contract or those known to be qualified, or those considered by the commanding officer of the IA,
procuring activity to be a responsible contractor, and which are not debarred, ineligible, or
suspended for defense procurement or sales contracts or for export or import violations.

2. In the case of ammunition components, a known manufacturer, assembler, or
developer that is (1) a US subcontractor (at any tier) to an authorized purchaser as defined in
paragraph 1, or (2) a US contractor or US subcontractor with a foreign company that is supplying
items to a friendly foreign government or international organization, provided in both (1) and (2)
that the end items incorporating the ammunition components must be delivered directly to the
friendly foreign government or international organization.
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60303 PRIORITIES AND ALLOCATIONS

A. Sales from Stock. Unless approved by USD(P) in coordination with ASD(P&L),
sales are not authorized if they result in stockage dropping below the reorder point. See section
80203 concerning adverse impact on combat readiness.

B. Acqwaiaieon. When procurement or manufacture in Government-owned facilities is
required, the IA shall determine whether a sale will be concluded. In determining production *
priorities, the IA shall consider existing requirements and schedule manufacture, allocation, and *
delivery, normally on a first-in, first-out basis, guided by DoDD 4410.6 and related assignments
of FADs by JCS. Questions of priority between two or more competing foreign requirements will
be resolved by the Director, DSAA.

60304 FINANCIAL MATTERS

A. Charges and Payments. Prices, accountability, and disposition of collections shall
be in accordance with DoD 7220.9-M. Administrative surcharges and accessorial charges will be
accountable as, and no less than, corresponding FMS charges. Sales shall be in cash, with
payment upon signature of the sales agreement by the USG and US company representatives.
Payment, in US dollars, shall precede procurement or production action or, in cases of stock sales,
delivery.

B. Planning Dat&a To allow planning and marketing, IAs are authorized to provide cost,
and delivery data to authorized potential purchasers in advance of execution of a sales agreement.
Although efforts shall be made to provide accurate data, such data will be identified as estimates
which are not binding on the USG.

C. Full Cost Recounment. Funds obligated for a reimbursable procurement, or internal
production of articles or provision of services, may not exceed the cash received from an
authorized purchaser. If there is an increase in the cost, the purchaser shall be required to make
additional cash payment to fund the costs, plus applicable surcharges, when such increase is
known. The cash received must be sufficient to fund the replacement cost of articles shipped from
DoD stocks.

60305 SALES AGREEMENT The sales agreement shall be approved by the appropriate IA ,
General Counsel, or designee, prior to signature by the USG representative. It will include the
following:

A. Company identity, items and quantity being sold, estimated availability, source, estimated
price, and end item application (if applicable), end item purchaser (country or international
organization). The number and date of the munitions export license, or other DoS approval, are
also required.

B. Provisions that the USG--

1. Retains the right to cancel in whole or in part or to suspend performance at any time
under unusual or compelling circumstances if the national interest so requires.

2. Provides no warranty or guarantee, either expressed or implied, regarding the item
being sold.

3. Shall provide best efforts to comply with the delivery leadtime cited, but will incur no
liability for failure to meet an indicated delivery schedule.
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4. Shall use its best efforts to deliver at the estimated price, but that the purchaser is
obligated to reimburse the USG for the total cost if it is greater than that price.

C. The sales agreement shall also provide that-

1. The item sold to a US company may be used only for incorporation into end items
(or as concurrent or follow-on support in conjunction with a sale of the end item) for export under
an approved export license and may not be used for other purposes.

2. The purchaser renounces all claims against the USG, its officers, agents, and
employees arising out of or incident to this agreement, whether concerning injury to or death of
personnel, damage to or destruction of property, or other matters, and will indemnify and hold
harmless the USG, its officers, agents, and employees against any such claims of third parties and
any loss or damage to USG property.

3. The US company agrees to provide for protection of classified information and will
require the agreement with the foreign government to provide for protection of US classified
information.

4. The purchaser is responsible for any insurance desired and, when applicable, export
customs clearance.

5. The purchaser is required to reimburse the USG for all costs incurred by the USG if
the purchase agreement is canceled by the purchaser before item delivery.

6. Delivery will be FOB point of origin. The purchaser must arrange for CONUS
transportation (except for sensitive or hazardous cargo, which normally shall be shipped via DTS).

7. Payment terms are cash payable in full in advance.
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CHAPTER SEVEN

PREPARATION AND PROCESSING OF FMS CASES

SECTION 700 - GENERAL INFORMATION, FMS AGREEMENTS

70001 PURPOSE The purpose of this section is to provide background, definitions and

policy which apply to FMS Agreements.

70002 BACKGROUND/DEFINITIONS

A. Types of Reauest. FMS customers may request P&A data (for preliminary
planning) or an LOA (when plans to purchase defense articles or services are relatively firm). All
requests, no matter how informal, must be consistent with the provisions for processing these
data.

1. P&A Dat. Price and Availability estimates reflect rough order magnitude data,
provided for planning purposes, showing projected availabilities and estimated costs for defense
articles or services. P&A will normally be provided within 45 days of receipt of the LOR. P&A
data are not normally valid for use in preparation of an LOA. To avoid confusion, the term P&A
should not be used in reference to data developed for completion of an LOA, this should be
referred to as LOA data.

a. DoD components should ensure that P&A is sufficiently accurate for planning,
although not necessarily for budgeting, purposes. For MDE, the cognizant DoD component must
assure that approval from DSAA has been received for release. When DSAA approval is provided
within five working days of receipt of the request, unless otherwise advised, no further staffing
with DSAA is required.

b. Data should not be released without reasonable assurance that an LOA, if
requested, would be provided; i.e., the DoD component can recommend release and any further
clearances needed, such as Congressional notification or disclosure approval, are obtainable.

c. P&A data for systems will normally reflect the incorporation of standard US **
subsystems.

(1) In exceptional cases, when requested and justified by the prospective
purchasing government and approved by DSAA, P&A data for one or more non-standard
subsystems may also be provided, either in lieu of or in conjunction with data for the standard US
subsystem. A description of the performance characteristics of the desired non-standard
subsystem(s) and supporting justification should accompany the Purchaser's P&A request.

(2) If an IA believes it should modify contractor-furnished data for the non-
standard subsystem(s), the IA, when time permits, should expeditiously notify the contractor of
the proposed modification, and contractor comments should be considered prior to the issuance of
the data. If warranted, significant differences should be reconciled.

2. LOA. The Letter of Offer and Acceptance is the authorized document for use by the
USG to offer to sell defense articles and defense services to a foreign country or international
organization. The IA will forward LOAs for DSAA countersignature no later than 60 days after
receipt of a complete request.
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3. LDQ Letters of Intent are used on an exceptional basis to authorize expenditures for
a relatively small portion of a major LOA which has not yet been implemented. Examples of use
might include early purchase of castings or start of training to allow a program to proceed on
schedule. Since LOIs entail a risk that the program of which they are part may not proceed, LOIS
should be used only when clearly required to allow a program to proceed on schedule and within
the projected cost.

B. Categories of Items and Services.

1. Defense Articles and Defense Services. Categories of defense articles and
services are identified in the International Traffic in Arms Regulations (ITAR), Part 121, "Arms,
Ammunition and Implements of War." Items thus identified constitute the United States Munitions
List (Reference Table 202-1). The import and export of such items is under the control of the
Office of Defense Trade Controls, Bureau of Politico-Military Affairs, DoS. The munitions list is *
not all inclusive nor are FMS limited solely to those items.

a. SM. Articles in those defense articles and services on the US Munitions List
which are preceded by an asterisk are referred to as SME.

b. MDE. A US defense article is considered to be an item of major defense
equipment when it is identified as SME on the USML and when the USG has incurred either a
nonrecurring research and development cost for the item of more than $50 million or the item has
had a total production cost of more than $200 million. These dollar thresholds encompass all
expenditures to date, including both US military services and security assistance requirements.
Each DoD component is responsible for identification of MDE items under its cognizance, and for
notification of MDE items to DSAA. DoD components will notify DSAA of applicable MDE items
by providing information cited in Table 700-1. Once identified as MDE, the item is then recorded
on the Major Defense Equipment List (MDEL), which designates equipment for special scrutiny
when considered for sale to foreign governments either through foreign military sales or
commercial sales channels. See Table 700-6 for the current MDEL.

C. Standard FMS Cases. Standard FMS cases are defined order, blanket order, and
CLSSA. These cases are used to provide major weapon systems, training, design and
construction services, and related defense articles and services on a government-to-government
basis from the USG.

1. Defined Order Cases. A defined order case is one in which the items or services
to be provided are stated explicitly on the LOA.

a. A defined order case normally requires a complete price and availability study.

b. The following types of materiel and services are normally provided through
Defined Order cases:

(1) System or Package sales, including major items and weapon systems and
any related requirements to activate and operate the item or system for an initial period of time,

(2) Munitions and ammunition, including all explosives,

(3) Transportation services,

(4) Aircraft ferry,
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(5) Cartridge Activated Devices/Propellant Activated Devices (CAD/ PAD),
and

(6) TDPs.

2. Blanket Order Cases. BO FMS cases represent an agreement between a foreign *
country or international organization and the US Government for a category of materiel or services
(normally identifiable to one or more end items) with no definitive listing of items or quantities.

a. Price and availability information for BO FMS cases is not required because the ,
Purchaser normally estimates requirements and requests an appropriate case value.

b. The customer's materiel requirements will normally be filled from procurement
rather than from DoD stocks.

c. Blanket order cases are established to facilitate and simplify procedures for
foreign Purchasers.

d. The scope of a BO LOA will be determined by the value of funds made
available for ordering. The LOA value for ordering may be increased only during the 12 month
period following implementation of the basic LOA.

e. Blanket order cases reduce administrative lead time since requirements are
submitted directly to the IA. *

f. Although the materiel and services described below may be provided under
Defined Order cases, these items and services lend themselves to blanket order FMS case
processing:

(1) Snare and Reoair Parts. Consumable or reparable items which
become part of a higher assembly during period of use. Items are normally those listed in
Allowance Part Lists, Initial Spares Support Lists, Initial Outfitting Lists, and the Provisioning
Master Data Record. The case line items will identify the end item, weapon system, or category of
article or services for which spare or parts will be provided.

(2) PuhflJial.fl. Forms, catalogs, manuals, stock lists, reports, books,
maps, similar items, required to order, maintain and support defense items and services. Technical
data will not be provided on a blanket order case.

(3) Sunoort Equipment. Repair parts, assemblies, components, special
tools, test equipment, supplies or materiel recommended or allocated for supply and maintenance
support of a weapon or end item.

(4) Minor Modifications or Alterations Performed at US
Installatios., Changes to an existing configuration as authorized by the DoD component
concerned. The level of services must be specified in the case.

(5) Technical Assistance Services. Services in the form of technical
advice or performance of actions which require the expertise of a specialist. Technical assistance
services include such processes as determining the economy and feasibility of repair, estimating the
level and nature of repair to be accomplished, analyzing feasibility to update the configuration of
items, determining the range and depth of spare parts needed to sustain repair at various levels,
establishing failure rates, and analyzing reported failure data to make adjustments. Examples are
engineering or technical development, site survey teams; installation and checkout of major items,
systems evaluation, study groups to develop engineering requirement plans, systems integration
and training programs, program activation teams, and technical assistance teams.
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(6) Training. Formal (classroom) or informal (OJT) instruction of foreign
students by DoD components, contractors (including instruction at civilian institutions), or by
correspondence courses, technical, educational, or informational publications and media of all
kinds. OJT is generally structured to suit individual Purchaser requirements related to some form
of experience which the student seeks. Contractor training is used to supplement or replace
training which may not be available in the US Government at the time the training is required; i.e.,
flight training at contractor's facilities.

(7) Training AMd Devices. These are used principally to supplement
information or training programs which the Purchaser uses for educational purposes. Examples
are video tapes, slides, film, microfiche, transparencies, and aperture cards.

(8) Renair of Renarahle Items. Any items of supply of a durable nature
which can normally be economically restored, when unserviceable,to a serviceable condition
through regular repair procedures can be covered under a blanket order case. Once an LOA is
implemented items may be repaired at the request of the Purchaser and with the approval of the
appropriate inventory manager. LOAs must clearly identify the items eligible for repair.

g. Items Restricted from Blanket Order Cases. Under blanket order FMS
cases, certain restrictions are imposed. The following may not be ordered under blanket order
FMS cases:

(1) Classified materiel (Air Force has been granted an exception)
(2) Navy managed classified publications
(3) Explosive ordnarzje items.
(4) SME, including MDE (see Table 700-6) and initial logistics support which

is normally ordered for concurrent delivery with such items
(5) Commercial items of materiel more readily provided from in-country (e.g.,

lumber, sand, gravel, household goods)
(6) TDPs
(7) Ozone depleting substances (ODS)

3. CLSSA& CLSSAs are military logistics support arrangements designed to provide
responsive and continuous supply support at the depot level for US-made military materiel
possessed by foreign countries and international organizations. The CLSSA is normally the most
effective means for providing common repair parts and secondary item support for equipment of
US origin which is in allied and friendly country inventories. The CLSSA provides for the
execution of Foreign Military Sales Orders (FMSOs) covering stockage, storage, and consumption
as follows:

a. FMSOI The FMSO I consists of an LOA covering the estimated dollar value
and total initial agreed list of items and quantities to be stocked and maintained on order from
procurement for support of the Purchaser's US-furnished equipment.

b. FMSO II. The FMSO II consists of an LOA covering the Purchaser's
estimated withdrawals of materiel from the supply system. This CLSSA requisition case is
undefined as to items and quantities and reflects, in a dollar amount, the estimated consumption for
the agreed period.

[Njk: DSAA/OPS-MGT is the central point for CLSSA procedural guidance within DoD. DoD *

Instruction 2000.8 prescribes the policies and criteria for establishing CLSSAs. Further details
regarding CLSSAs may be found in Chapter 8.]
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4. Non-Standard Sunport This includes hardware or services required to support
commercial end items; support of obsolete end items, including end items which have undergone
system support buy outs; and to support selected non-US origin military equipment

a. In the absence of special circumstances such as existing commercial support
arrangements, security assistance for these items may be provided through normal FMS
procedures.

b. Requests involving sensitive technology or which have significant impact on

US programs should be coordinated with DSAA

70003 PROCEDURES.

A. LQ& An eligible foreign country or international organization which desires P&A data
or an LOA from the USG conveys that desire to the US Government in an LOR.

1. Format. Although no specific format is required for ati LOR, the requestor must
assure that the request is complete as indicated below:

a. The LOR must specify what is desired. For BO LOAs, the required level of
funding must be provided.

b. The LOR must contain the name and address of the originator and a traceable
reference number (e.g., letter serial number).

c. The articles and services requested in an LOR must be sufficiently detailed to be
understood clearly and provide a firm basis for estimates by the DoD component.

d. When LORs are received which do not meet the requirements of paragraphs a.
through c. above, the DoD component initially receiving the request shall notify the requestor of
the deficiency and hold action on the request until the information is received.

e. LORs transmitted by US embassies or SAOs should, when possible, refer to
the country letter or message requesting data. This can then be referenced in the LOA or other US
response.

2. Channels of Submission of LOR. DoS has statutory responsibility for **
approving requests for FMS. DoS has established the following procedures for the submission of
requests:

a. SME. Requests to purchase SME, which originate in country, should be
transmitted by the US Embassy (rather than by the SAO or similar military element of the
Embassy) and should be addressed to the cognizant DoD component (see Paragraph 70103.N)
with an information copy to the Bureau of Politico-Military Affairs, Department of State (SecState-
PM) and the Office of the Secretary of Defense, Defense Security Assistance Agency
(SecDef/DSAA), and the UCOM. Requests to purchase SME which originate with Purchaser
country representatives in the US should also be addressed to the cognizant DoD component with
an information copy to the Bureau of Politico-Military Affairs, Department of State, and DSAA.
For MDE items, the cognizant DoD component will provide the applicable unified command and
SAO with a copy or details of the Purchaser's request, as appropriate. The following must be
addressed in transmission of the request by the US Embassy:

(1) The reason the nation desires the articles or services.
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(2) How the, item would affect the recipient's force structure and how it would
affect the recipient's capability to contribute to mutual defense or security goals.

(3) The anticipated reactions of neighboring nations.

(4) The ability of the Purchaser to operate, maintain, and support the article.
Training required either in-country or in the US and the possible impact of any in-country US
presence that might be required as a result of providing the article.

(5) The source of financing and the economic impact of the proposed acquisi-
tion.

(6) Relevant human rights considerations that might bear on the proposed
acquisition.

(7) Whether the US Government should approve transfer of the article and
reasons therefore.

b. Non-SME (All other FMS) Requests for P&A or an LOA which originate
in the Purchaser's country should be transmitted either by the customer country's authorized
representative or the DoD element of the US country team directly to the cognizant DoD component
(see Paragraph 70105.N), with an information copy to the UCOM, Bureau of Politico-Military *

Affairs, DoS, and DSAA. Requests originated by foreign representatives of the customer country
in the US should be sent directly to the cognizant DoD component with an information copy to the
Bureau of Politico-Military Affairs, DoS, and DSAA.

c. E£Xcilu.

(1) Direct Submission to State or DSAA. In exceptional circumstances
requests for P&A and LOAs may be submitted directly to the Bureau of Politico-Military Affairs,
DoS, and DSAA. Such submission should be used only when the US embassy in-country or the
Purchaser's representative in the US believes that the request is sensitive enough to require a
higher level policy determination.

(2) Reguirement for Copies Furnished. DoD components receiving
requests for P&A or an LOA will assure that the Department of State and DSAA are on distribition
for copies of the Purchaser's request. If copies have not been furnished, immediate action is
required to furnish the copies. Further, for MDE requests received from the Purchaser's
representative in the US, the DoD component will provide the UCOM and SAO with a copy or
details of the Purchaser's request, as appropriate.

(3) Unknown Imolementing Agency. When the LOA IA cannot be
readily determined by the Purchaser or the SAO/US embassy, the P&A or LOA request should be
submitted to SecState/PM and SecDef/DSAA for further dissemination.

d. DSAA and State Deoartment Approval. Based upon receipt of the
information copy of the P&A or LOA request, DSAA and DoS will, within five working days,
initiate the necessary coordination to determine if the request is approved, disapproved, or if
further correspondence by the DoD component with the requestor should be suspended until
completion of the required coordination. For MDE items, DSAA will immediately advise the IA of
the initial approval or if difficulties are foreseen. For any MDE or non-MDE request that is not
approved, DSAA will immediately advise the IA to stop further processing on the Purchaser's
request, the rationale for the decision, and of the further actions required with regard to a response
to the Purchaser. In the absence of such notification by DSAA, all requests will be processed for
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DSAA final coordination and countersignature in accordance with Paragraphs 70103.1. and
70103.J.

e. IA Disapnroval Recommendation. In the event the IA recommends that
the Purchaser's request be disapproved, the DSAA Operations Directorate will be notified. DSAA
will coordinate the disapproval with the DoS Bureau of Politico-Military Affairs.

f. OT&E Incomnlete. The 1A will refer any LOR to DSAA before responding
to a request for any MDE item that has not completed Operational Testing and Evaluation. LOA or
P&A data will not be released pending approval by DSAA. A note, discussed further in Section
701, will be included in the P&A correspondence or on the LOA.

g. Integi'ation of Non-US Subsystems. Requests for integration or

certification services for installation of non-US subsystems will be assessed carefully and
coordinated with DSAA Weapons Systems Division prior to development of P&A or an LOA.

B. Responses to Letters of Request.

1. General Normally, when preliminary data are required by a foreign country or
international organization for planning or in anticipation of a purchase under FMS, P&A data will
be provided.

2. Discussions with Foreign Governments and International Organiza-
tions. Economic, production, and budget uncertainties all contribute to DoD component
difficulties in making accurate cost and delivery estimates. The large volume of P&A estimates
which are processed also increases the likelihood of human error. In any event the utmost
discretion must be exercised by members of the country team or other US officials in discussion of
P&A data with foreign government or international organization officials. Only specific data
approved and provided by the DoD component or the DSAA should be used.

3. Format for P&A Data. P&A data will not be used to develop an LOA. The
following format must be used in responding to a request for P&A data. List the:

a. Quantity, major item or service, and estimated cost. (Cost must include adjust-
ments for inflation. In the absence of the availability of clear inflation trends on a given system,
OSD/Comptroller standard inflation factors should be used.)

b. Ancillary support equipment which is necessary for the operation and mainte-
nance of the system requested and include the estimated cost.

c. Estimated dollar value of ILS element items in addition to those in subparagraph

(b) above which are necessary to support the system; e.g., training and publications.

d. Estimated accessorial charges.

e. Source of the data (e.g., last contract award, stock price).

f. Estimated availability of the articles or services.

g. Key assumptions used in developing the data, for example:

(1) Standard DoD component factors were used in developing the ancillary
equipment or ILS elements necessary to support the quantity of items requested.
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(2) Training and publication cost estimates are based on criteria used by the
DoD component.

h. Key factors which will effect the above planning data, for example:

(1) Current contract for this item expires on (indicate date) and an LOA must
be accepted by (indicate date) so that options can be added to the current contract.

(2) Production line is due to phase out by (indicate date). Start-up costs would
have to be applied if an LOA is not accepted by (indicate date).

(3) Materiel has a shelf-life of (indicate date).

i. Validity: The above information is not valid for purposes of preparing an LOA
and may not be adequate for budgetary purposes. It is planning information for review purposes
only, to assist in your government's determination of the feasibility of requesting an LOA.

4. P&A Estimates are not Commitments. All responses for P&A data will **
include the following note: "If the Government of (insert the appropriate foreign country) is
interested in pursuing this potential purchase, it must request a Letter of Offer and Acceptance."

5. Agents Fees or Commissions. Any P&A quotation which contains agents fees
or commissions will be coordinated with the Management Division of the DSAA Operations
Directorate before dispatch.

6. LA. The LOA will not be used to provide P&A data.

a. 1Pup. The LOA (Table 701-1) will be used for all FMS of defense articles
and services and sales of design and construction services. *

b. Periods of Effectiveness. The LOA will itemize the defense articles and
services offered, and when executed becomes an official tender by the USG. An accepted LOA is
effective until all articles offered are delivered and all services completed. BO LOAs remain in
effect until the Purchaser has requisitioned articles or services up to funds available on the LOA
(also see Section 130503).

c. A ilcaflSn. Signing of the LOA by the designated foreign official, together
with applicable funding, constitutes the agreement of the Purchaser and constitutes a contractual
commitment between the US and foreign government or international organization.

7. Response to Requests which Involve Less than EOO. When a request is
received for P&A or an LOA which cannot be supplied from stock and cannot be immediately
obtained from normal procurement because it represents less than an EOQ, the response to such
requests should provide the following information to the country or international organization:

a. Whether the contractor would be willing to provide the quantity requested under
separate procurement, and if so at what price and availability date, and

b. Whether a USG procurement is planned for the near future, the anticipated price
of such procurement and the anticipated delay if the requirement were held pending such
procurement in conjunction with USG procurement. All such responses to a foreign country or
international organization must be coordinated with DSAA Operations.
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8. Negative Resnonses. When it is determined that a DoD component cannot
respond favorably to the foreign country or international organization request, the proposed
negative reply must be coordinated with DSAA Operations. The DSAA will coordinate with the
Department of State as required. This procedure applies to inquiries involving requests for foreign
military sales, requests for coproduction, requests for offset arrangements, requests for sensitive
technical information, lease, etc. This procedure is not intended to apply to negative responses to
inquiries of a technical nature involving accepted and implemented FMS cases unless, if approved,
the request would have resulted in the issuance of an amendment to the basic LOA (e.g., requests
involving a significant modification of a system or an increase in the overall capability of the item
requested). In addition, the following routine training actions are exempt from this prior
coordination requirement (DSAA should be an information addressee on all such responses):

a. Denial of requests within established policy (e.g., training courses closed to all
foreign nationals, information not cleared for release, training for support equipment not in the
Purchaser's inventory).

b. Notification of class cancellations for previously approved quotas.

c. Quota requests which cannot be accommodated within the desired timeframe.

d. Courses where annual foreign participation is restricted to those invited by
chiefs of services.

C. Coordination of Reauests for P&A or an LOA.

1. The Director, Joint Staff, OJCS and the OUSD(A&T) must be advised by DSAA,
utilizing the format at Table 700-2, of all new requests for P&A or an LOA which meet the
following criteria:

a. Coproduction or licensing agreements for MDE as defined in paragraph
70002.B.l.(b).

b. All other requests for MDE which are expected to result in a notification to the
Congress or those determined by the Director, DSAA Operations to be of a sensitive nature.

2. Only the OUSD(A&T) must be advised when LORs are received for which
operational testing and evaluation are incomplete.

3. The receipt of the information copy by DSAA of the P&A or LOA request required
by paragraph 70003.A.2. will be the basis for the above notifications.

[Ntek: All requests for information, no matter I ow informal the request, e.g., oral, letter, or
message, are considered to be P&A requests and require the same channels of submission as
outlined in paragraph 70003.A.2.]

D. Letter of Intent (LOI) Procedures. The LOI and amendment formats in Tables 700-
3, 700-4, and 700-5 are designed to finance procurement of items prior to acceptance of an LOA
by the purchasing country. "Items" in this context are extracts from LOA line items, and not
necessarily items of hardware.

1. Limitation of Cost or Funds. Cost-reimbursement contracts awarded to
implement an LOI must include a Limitation of Cost or Funds clause (FAR 52.232-20, 52.232-21,
and 52-232.22). The clause may be deleted by contract amendment after the Purchaser's
acceptance of the LOA.
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2. See 36(bL AECA Applicability. When the parent LOA requires Sec 36(b)
AECA reporting, the LOI must be approved by the Director, DSAA. If the LOI data fall within
parameters for Sec 36(b) reporting, such reporting must be completed in the same manner as
would be accomplished for an LOA, and prior to any LOI implementing action.

3. IA Sienature and DSAA Approval. DSAA countersignature is required
following IA signature and prior to submission of an LOI to the Purchaser and before
implementation of an LOI amendment. If Congressional notification must be completed before the
LOA can be issued, the following note will be added to die LOI: "It is understood that United
States law requires that the United States Congress must be afforded a formal opportunity to
review the proposed sale before the sales offer may be issued to the Purchaser and that a law may
be enacted to prohibit such issuance. The Purchaser shall bear the risk that the offer may not be
issued for reasons such as enactment of a prohibition."

4. LOI Preparation. Deviations from the format in Table 700-4 are not authorized.
Deviations from the format in Table 700-3 may be recommended to DSAA, but should be carefully
justified and kept to a minimum. The LOI uses the same designator as the parent LOA. Items to
be provided should include the line item number and line (including MASL) data from the LOA.
Terms of payment and payment schedule information should be included in the defense articles and
services field. If available space is inadequate, an attachment should be used.

5. LOI Amendment. Amendments, in Table 700-5 format, are processed as country
requests, reviewed, approved and signed by the LOA IA, and recommended to DSAA for
countersignature. "Acceptance" occurs upon DSAA countersignature and completion of any
changes in the LOI financial arrangements.
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TABLE 700-1. Recoupment of Nonrecurring Costs on Sales of

Major Defense Equipment (MDE).
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SECTION C

QUANTITY PROJECTION BREAKOUT
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TABLE 700-1. (Continued)

700-12 Change No. 5, 2 November 1992



DOD 5105.38-M

MEMORANDUM FOR THE CHAIRMAN, JOINT CHIEFS OF STAFF
ASSISTANT SECRETARY OF DEFENSE *

(ECONOMIC SECURITY), OUSD(A&T)

SUBJECT: Security Assistance Request fIn t County..orIntnaidonal O am, ani

(*) The attached request from [Insert Cot or Internatioal Orgnizaton for nsert
Identification of Articles] which is identified as MDE or is considered to be of a sensitive nature
has been received by this Agency.

M==[nsr additional i~nforaton if reuiredl.

(*) If you have any views or recommendations regarding this request, please advise DSAA
by INonallv 15 days from date of this memol.

(Leave space for signature by)
(DirectorDeputy Director, DSAA)

Attachment[s]
As stated

Copy Furnished:

OJCS, Director, J-5
DUSD(TSP)
OASD(ISA)
Applicable SAO
Applicable DoD Component
Applicable Unified Command

*Memoranda will be classified if applicable.

TABLE 700-2. Memorandum -- Subject: Security Assistance Request
for MDE or Sensitive Articles.
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Purchaser name and addrs
UNITED STATES DEPARTMENT OF DEFENSE
LETTER OF INTENT * [self-explanay

Purchaser's reference LA Identifier

A The Government of , acting through its Ministry of Defense (hereafter referred to as the
Purchaser) hereby declares its firm intent to procure, under United States Arms Export Control
Act (AECA) procedures, from the Government of the United States (USG), items pertaining to the *
following:

[use line item numbers and line data from the LOA. Include terms of payment and LOA dependable Undertaking
payment schedule.]

B Standard Terms and Conditions - United States (US) Department of Defense (DoD) Letter of
Intent (LOI), attached, are hereby made part of this agreement. In order to permit the USG to
proceed Immediately with the purchase described herein and to cover associated administrative
expenses, the US DoD Is herewith authorized to incur obligations and expend up to the sum of $ *
(which includes estimated administrative and termination costs) on a Foreign Military Sales
dependable undertaking basis, to be exceeded only in the event of a decision by either a Court or
Board which increases the contractor's entitlement.

[Use the applicable section C version shown below. The first version is to be used when the LWA has not yet been
provided to the Purchaser. The second is to be used when the WA has been issued to the Purchaser.]

C It is understood that the US Department of the * [Army, Navy, or Air Force] plans to present
to the Purchaser a Letter of Offer and Acceptance within * days after signature of the Letter of
Intent.

at

C A Letter of Offer and Acceptance that includes items in Section A was Issued to the Purchaser *
by the US Department of the *[Army, Navy, or Air Force] on * [date LOA released]. Purchaser intends
to sign said Letter of Offer and Acceptance not later than * [date by which the LOA is expected to be
signed, normally not later than the expiration date].

D The undersigned are authorized representatives of their governments and hereby commit **
their governments to this Letter of Intent (LOO:

• * ** **

US Signature Date Purchaser Signature Date

Typed name and title Typed name and title

Implementing Agency Agency

DSAA Date

* Data entered by IA

Typed name and tide * Entered by Pucaser
• ** Entered by DSAA. Office of Comptroller

TABLE 700-3. US DoD Letter of Intent.
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Standard Terms and Conditions - United States (US)
Department of Defense (DoD) Letter of Intent (LOI)

1 Except to the extent directly inconsistent with the provisions hereof, the terms and conditions
set forth in "Letter of Offer and Acceptance Standard Terms and Conditions" of the Letter of Offer
and Acceptance on which this LOI is based will apply to all activities undertaken pursuant to this
LOI, and the estimated costs of such activities will be included in the Letter of Offer and
Acceptance. In particular, Conditions 2.2, 2.3, and 3 are hereby incorporated by reference and
made an integral part of this LOI. This LOI shall be superseded upon Purchaser's signature of the
Letter of Offer and Acceptance.

2 In anticipation of the Purchaser's signature of the above mentioned Letter of Offer and
Acceptance, the Purchaser Government commits to the following:

2.1 If, prior to Purchaser signature of the above mentioned Letter of Offer and Acceptance,
the US DoD has reason to believe that the costs which it expects to incur in the performance of this
LOI will exceed the amount set forth in block section B, it shall promptly notify the Purchaser in
writing to that effect. The notice shall state the estimated amount of and the date by which the
additional obligational authority (by a new or amended LOI) will be required from the Purchaser in
order to continue performance.

2.2 If, after such notification, the additional obligational authority is not granted by the date
set forth in the notification, the US Government is authorized, at its discretion, to terminate any
and all activities under this LOI at Purchaser's expense, in accordance with section 2.3 below, in
an amount not to exceed the amount set forth in section B.

2.3 The Purchaser agrees to pay the full amount of such authorized obligations and to make
funds available in such amounts and at such times as may be requested by the US Government for
expenditures against such obligations.

3 This LOT does not prejudice the Purchaser's decision on the acceptance of the Letter of Offer.
Moreover, the Purchaser may cancel all or any part of this LOI at any time by notifying the US
Government. Upon receipt of such notification the US Government is authorized to terminate any
and all activities initiated hereunder, at Purchaser's expense, in accordance with section 2.3 above,
in an amount not to exceed the amount set forth in section B.

4 Certain items for which procurements may be initiated hereunder are normally the subject of
definitization conferences, at which specific items and quantities are agreed upon. If it is necessary
to place any such items on order prior to any such conference, the US DoD is authorized to do so,
using its best judgment, and will furnish a list of the items so ordered at the conference.

TABLE 7004. LOI Standard Terms and Conditions
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* d]

[Do Military Dqwmnent address)

Reference is made to the Letter of Intent between the Government of * [purchasing
country] and the United States Department of the * [Army, Navy, or Air Force], dated * [date
of the LOIL, identified by LOA designator * [two character country code; code B, P. or D; and three
character LOA identifier]. The Government of * [purchasing country] desires to * [show change
desired] and herewith authorizes the Department of the * [DoD Military Depmtmen] to incur
obligations and expend up to the sum of $ * [revised LOI value] on a Foreign Military
Sales dependable undertaking basis for said Letter of Intent.

"• [Purchaw signatur]
"• [Purchaser typed name and tide]

•* (MILDEP signaure and date)
•* (MILDEP typed name and title)

•** (DSAA Office of Comptroller signature and date)
•*(DSAA Office of Compuroller typed name and tite)

Completed by the Purchaser in consultation with the DoD Military Department II * Completed by the implementing US DoD Military Departient i
Completed by DSAA, Office of the Comptroller

TABLE 700-5. Amendment to US DoD Letter of Intent.
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APPROVED EFFECTIVE
ITEM DESCRIPTION CHARGE DATEfNOTES

CATEGORY I - FIREARMS

GUN, MACHINE, M2, 50 CAL. (A) 2 28MAR89 (B)
GUN, MACHINE, M240 SERIES (A) 65 28MAR89 (B)
GUN, RIFLE, M16 SERIES, 5.56MM (A) 8 25MAR80

CATEGORY H - ARTILLERY AND PROJECTILES

GUN, 20MM, M61 (AF) 1,342 06DEC84
GUN, 30MM, GAU-8 (AF) 27,881 22JAN81
GUN POD, 30MM, GPU-5/A (AF) 60,239 11AUG82
HOWITZER, M101AL, TOWED, 105MM (A) 850 1 1JUN87

CATEGORY M . AMMUNITION

CARTRIDGE, 20MM (A) (D)
CARTRIDGE, 30MM GAU-8 (AF) 0.50 28MAR89(B)
CARTRIDGE, 40MM, HE (A) 0.11 28MAR89(B)
CARTRIDGE, 40MM, M385 DUMMY (A) 0.19 15MAY91
CARTRIDGE, 40MM, M406 HE (A) (D)
CARTRIDGE, 40MM, M433 FXD HEDP,

SNGL RD 72/BX (A) 0.43 15MAY91
CARTRIDGE" 60MM, HE (A) 0.47 28MAR91
CARTRIDGE, 60MM, M49A2/A3/A4 HE (A) (D)
CARTRIDGE, 60MM M720 HE WIFMO
M734 (LAP) (A) 5.00 15MAY91

CARTRIDGE, 81MM, M301 ILLUM (ONLY) (A) 0.04 07MAY81
CARTRIDGE, 81MM, M374A2/A3 HE (A) (D)
CARTRIDGE, 81MM, M374A3 HE W/M567 FUZE (A) 3.24 15MAY91
CARTRIDGE, 105MM, M393A2 HE, HEP-T (A) (D)
CARTRIDGE, 105MM, M456 HEAT-T MP (A) 3.59 07MAY81
CARTRIDGE, 105MM, M490 (A) 0.57 07MAY81
CARTRIDGE, 105MM, M724A1 (A) 1.42 07MAY81
CARTRIDGE, 105MM, M774 APFSDSD-5 2/BX (A) 24.00 15MAY91
CARTRIDGE, 105MM, M833 APFSDS-T (A) 88.00 05JUL91-
CARTRIDGE, 105MM HE (A) 0.87 21MAY79
CARTRIDGE, 120MM, M829 APFSDS-T (A) 126.60 02DEC88
CARTRIDGE, 120MM, M830 HEAT MP-T (A) 293.59 02DEC88
CARTRIDGE, 120MM, M831 HEAT TP-T (A) 83.03 02DEC88
CARTRIDGE, 120MM, M865 TPCSDS-T (A) 37.82 02DEC88
CARTRIDGE, 4.2", M329 HE (A) (D)
CARTRIDGE, 4.2", M329A2 HE W/O FUZE
WIOLD OBTURATOR (LAP) (A) 4.08 15MAY91

CARTRIDGE, 4.2", M335 ILLUM (,NCLUDES
M577 FUZE) (A) 4.03 20JAN82

CARTRIDGE, 4.2", HE (A) (D)

TABLE 700-6. Major Defense Equipment List (MDEL) (Page 1 of 14) **
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PROJECTILE, 155MM, M107 (A) 3.22 21MAY79
PROJECTILE, 155MM, M483/M483A1 (A) 2.20 02MAR82
PROJECTILE, 155MM, M549 HE RAP (A) 13.76 05FEB81
PROJECTILE, 155MM, M692/M731
HE ADAM (A) 111.00 30MAY86

PROJECTILE 155MM, M712 CLGP
COPPERHEAD (A) 4,152.00 17SEP81

PROJEC7IE 155MM, M718/M741 RAAMS (A) 57.00 30MAY86
PROJECTILE 155MM, M864 HE (A) 47.00 10AUG93 (A)
PROJECILE, 175MM, M437 HE (A) 2.33 26MAR80
PROJECTILE, 5738 CAL (N) 15.60 09JUL84
PROJECTILE, 5"/54 CAl (N) 74.42 04MAY84
PROJECTLA 8" M106 HE (A) 0.04 21MAY79
PROJECTLE, 8" M509 HE ICM (A) (D)
PROJECTILE 8" M650 HE (A) 83.04 21MAY79
PROJECTILE, 8" HE ICM (A) 15.48 21MAY79

CATEGORY IV - LAUNCH VEHICLES. GUIDED MISSILES. BALLISTIC
M] IJ ROCKETS TORPEDOES. BOMBS AND MINES

BOMB, BLU-109 (AF) 747 18MAY89
BOMB, CBU-87 COMBINED EFFECTS

BOMBLETS (AF) 1,080 06DEC84
BOMB, CBU-89 CLUSTER, TMD/GATOR MINES (N) (D)
BOMB, CBU-90 ANTI-ARMOR CLUSTER

MUNITION (AF) 3,351 28MAR89 (B)
BOMB, MK20, CLUSTER BOMB ROCKEYE (N) 117 25MAR83
BOMB, MK82 500# GENERAL PURPOSE (N) 3 25MAR83
BOMB, MK83 1000# GENERAL PURPOSE (N) 10 25MAR83
BOMB, MK84 20000 GENERAL PURPOSE (N) 13 25MAR83
BOMB, MI 17,750#, GENERAL PURPOSE (AF) 20 06DEC84
BOMB, GUIDED, WALLEYE SERIES (N) 6,183 06DEC84
COUNITERMEASURE, MK214/MK216 SEA GNAT (N) 145 01APR92
GRENADE, M42 (A) 0.01 10MAY91
GUN MOUNT, M75, 76MM GUN (N) 62,749 06DEC94
GUN MOUNT, MK45 MOD 1, 5"/54 (N) 142,566 01O034
LAUNCHER, MK13 (MOD 0 TO MOD 3) (N) 78,125 17NOV78
LAUNCHER, MK41 VERTICAL LAUNCHING

SYSTEM (VLS) (29 OR 61 CEILS) (N) 1,232,863 14DEC87
SYSTEM (VLS) (8 CELL VARIANT) 154,108 24NOV89.

MINE, CANNISTER M87 (VOLCANO) (A) 270 15MAY91
MISSILE, AGM-45 SHRIKE (N) 4,890 11AUG78
MISSILE, AGM-65A/B MAVERICK (AF) 3,722 03FEBS1
MISSILE, AGM-65D MAVERICK (AF) 5,343 03NOV87
MISSILE, AGM-65E LASER MAVERICK (AF) 24,213 06DEC84
MISSILE, AGM-65FW3 MAVERICK (AF) 6,331 03NOV87
MISSILE, AGM-78 STANDARD ARM (N) (D)
MISSILE, AGM-88 HARM (N) 21,249 20APR82
MISSILE, AIM-4A-G, FALCON (AF) 3,321 12MAR82
MISSILE, AIM-7 SKYFLASH PORTION (N) 820 07MAY81
MISSILE, AIM-7, C/D/E SPARROW (N) 2,733 07MAYSI
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MISSILE, AIM/RIM-7F/M SPARROW (N) 7,646 02JUN82
MISSILE, AIMIRIM-7P SPARROW (N) 40,258 24APR91
MISSILE, AIM-9H SIDEWINDER (N) 3,457 03OC178
MISSILE, AIM-9 J/P/N SIDEWINDER (AF) 134 12MAR82
MISSILE, AIM-9L SIDEWINDER (N) 2,604 18MAY78
MISSILE, AIM-9M SIDEWINDER (N) 6,368 25MAR83
MISSILE, AIM-54A-C PHOENIX (N)

(INCLUDES FRONT END - 35,019;
AFT END - 36,276) 71,295 10JAN83

MISSILE, MIM-72 CHAPARRAL SERIES (A) 2;100 16DEC88
MISSILE, RGM-66D STANDARD ARM (N) (D)
MISSILE, RIM-66B/B-2, RIM-66E

RIM-67A-13 STANDARD 1 (SM-i)
BLOCK V STANDARD (N) 12,602 15SEP77

MISSILE, RIM-66D AND RIM-67B
STANDARD 2 (SM-2) (N) 89,651 06DEC84

MISSILE, RIM-66D AND RIM-67B
STANDARD 2 (SM-2) BLOCK I (N) 40,253 21APR89

MISSILE, RIM-66G/H/I STANDARD 2
(SM-2) BLOCK I (N) 64,192 22JUL91

MISSILE, RIM-66G/H/I STANDARD 2
(SM-2) BLOCK 1 (N) 25,423 22JUL91

MISSIIE, RIM-66G/H/I STANDARD 2
(SM-2) BLOCK III (N) 38,465 22JUL91

MISSILE, X-RIM-116A, 5" ROLLING
AIRFRAME, RAM (N) (D)

MISSILE, DRAGON, HEAT AND PRACTICE (A) 378 24MAR80
MISSILE, I-HAWK SERIES (A) 7,053 12NOV80
MISSILE, LANCE (A) 76,205 21MAY79
MISSILE, NUK HERCULES (A) 448,055 28MAR89(B)
MISSILE, PERSHING SERIES (A) 128,378
MISSILE, REDEYE (A) (D)
MISSILE, TOMAHAWK (N) (D)
MISSILE, NATO SEASPARROW SURFACE

MISSILE SYSTEM (NSSMS) (N) (D)
MISSILE SYSTEM, AMRAAM (AF)

MISSILE, AIM-120 114,182 22JAN92
MISSILE, AIM- 120 AIR VEHICLE

INSTRUMENTED (AAVI) (AF) 114,182 22JAN92
LAUNCHER, LAU- 127/A (F/A- 18) 3,530 22JAN92.
LAUNCHER, LAU-128/A (F-15) 3,530 22JAN92
LAUNCHER, LAU-129/A (F-16) 3,530 22JAN92

MISSILE SYSTEM, ARMY TACTICAL
(ATACMS) (A) 148,275 31OCT88

MISSILE SYSTEM, HARPOON (N)
LAUNCHER, AN/SWG- I(V) BASELMNE 80.562 20JAN78
LAUNCHER, HARPOON SHIPBOARD

COMMAND AND LAUNCH CONTROL SYSTEM,
AN/SWG-IA(V) (IHSCALCS) 109,603 11DEC86

MISSILE, AGM-84 (RGM/UGM) 44,083 20JAN78

TABLE 700-6. Major Defense Equipment List (MDEL) (Pag 3 of 14)

700-19 Change No. 6. 10 May 1994



DOD 510S.38-M

MISSILE SYSTEM, AGM- 114 HELLFIRE (A) 14MAY85
LAUNCHER, HELLFIRE 14,715
MISSILE, HELLFEM HEAT 4,124
MISSILE, HELLFIRE, DUMMY 531
MISSILE, HELXIRE., TRAINING 2,719

MISSILE SYSTEM, PATRIOT, MIM-104 (A) 3,700,725 18NOV82
ANTENNA MAST SET 131,906
ELECTRICAL POWER PLANT (EPPII) 339,464
ENGAGEMENT CONTROL SYSTEM (ECS)
AN/MSQ-104 548,311

LAUNCHER 214,782
MISSILE W/CANISTER 82,836
RADAR, AN/MPQ-53 2,383,426

MISSILE SYSTEM, ROLAND (A) 24SEP80
FIRE CONTROL, AN/GSG- 11 MISSILE

SYSTEM, (MFCS) 324,828
LAUNCHER 324,828
MISSILE 4,422

MISSILE SYSTEM STINGER (A) 03MAY91
MISSILFITUBE, STINGER BASIC 3,800
MISSILWIUBE, STINGER POST 66,100
MISSILFIUBE, RMP 3,000

MISSILE SYSTEM, TOW (A)
LAUNCHER 3,029 16SEP77
MISSILE, BGM-71A BASIC TOW

HEAT AND PRACTICE 293 16SEP77
MISSILE, BGM-71D TOW 2 658 19DEC83
MISSILE, BGM-71E TOW 2A
MISSILE, M65 SUBSYSTEM AIRBORNE TOW 27,800 17MAY89
MISSILE, I-TOW (Basic + Warhead) 487 03NOV81

ROCKET, 2.75" SERIES (A) 0.87 26MAR80
ROCKET, M72 SERIES, LIGHT ANTITANK
WEAPON (LAW), 66MM (A) 1.32 28MAR89 (B)

ROCKET, ANTISUBMARINE, (ASROC) (N) 885 20DEC84
ROCKET, VERTICAL LAUNCH ANTISUBMARINE
(ASROC) (VIA) (N) 98,926 14DEC87

ROCKET SYSTEM, M77, MULTIPLE LAUNCH
(MLRS), TACTICAL, PRACTICE, TRAINING (A) 02DEC85
LAUNCHER 173,000
ROCKET (6 ROCKETS PER POD) 615

TORPEDO, MK46 MOD 2 (N) 8,993 28MAR89
TORPEDO, MK46, NEARTIP 0/A KIT

(CONVERTS MK46 MODS 1/2 TO MOD 5 (N) 3,795 26JAN80
TORPEDO, MK46 MOD 5 (N) 9,308
TORPEDO, MK48 (N) 86,255 21JUL77
TORPEDO, MK48 ADCAP KIT (N) 103,322 25NOV80
WEAPON, FUEL AIR EXPLOSIVE, FAE I (N) (D)
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CATEGORY V PROPELLANTS. EXPLOSIVES AND INCENDIARY AGENTS

Items in this category which meet the dollar criteia for major defense equipment are not

significant military equipment as defined in the US Munitions List.

CATEGORY VI - VESSELS OF WAR AND SPECIAL NAVAL EOUIPMENT

CG- GUIDED MISSILE CRUISER (N) (D)
DD-963, DESTROYER (N) (D)
DD - DESTROYER (N) (D)
DDG - GUIDED MISSILE DESTROYER (N) (D)
FF - FAST FRIGATE, GARCIA CLASS (N) 24APR89

FF-1041 USS BRADLEY 754,810
FF-1043 USS EDWARD MCDONNELL 767,515
FF-1047 USS VOGE 1,597,365
FF-1048 USS SAMPLE 703,430
FF-1050 USS ALBERT DAVID 689,885
FF-1051 USS O'CALLAHAN 629,895

FFG - GUIDED MISSILE FRIGATE,
FFG-7 CLASS (N) 3,591,379 18OCT18

FFG - GUIDED MISSILE FRIGATE,
BROOKE CLASS (N) 21APR89
FFG-1 USS BROOKE 1,276,485
FFG-2 USS RAMSEY 1,101,730
FFG-3 USS SCHOFIELD 1,104,670
FR3-4 USS TALBOT 1,059,345
FFG-5 USS RICHARD L. PAGE 886,235

LCAC - LANDING CRAFT AIR CUSHION (N) (D)
-" LHD - AMPHIBIOUS ASSAULT SHIP (N) (D)

LPD - AMPHIBIOUS TRANSPORT DOCK (N) (E)
LSD - DOCK LANDING SHIP (N) (E)
LST - TANK LANDING SHIP

(NEWPORT CLASS) (N) 824,840 25JAN84
LKA - AMPHIBIOUS CARGO SHIP (N) .(E)
LPA - GENERAL PURPOSE AMPHIBIOUS

ASSAULT SHIP (N) (E)
MSO - MINESWEEPER, OCEAN,

NONMAGNETIC (N) (E)
PHM - PATROL COMBATANT MISSILE

(NATO) HYDROFOIL (N) 1,000,000 28MAR89 - (B)
PHM - PATROL COMBATANT MISSILE

(FRG VARIANT) HYDROFOIL (N) 1,250,000 28MAR89 (B)
SS - SUBMARINE, CONVENTIONALLY

POWERED (N) (E)

CATEGORY VII - TANKS AND MILITARY VEHICLES

AIR DEFENSE SYSTEM, M163 AND
M167 SERIES, VULCAN (A) 29,439 26MAR80

GUN, M107 SELF-PROPELLED,
175MM (A) 40,258 26MAR80
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HOWI1YER M109AI-A3
SELF-PROPELLED, 155MM, (A)
(INCLUDES CANNON ASSEMBLY) 8,771 23JUN87
(WrITOUT CANNON ASSEMBLY) 7,447 23JUN87

HOWiTZER, M110A SELF-PROPELLED, 8" (A) 14,371 26MAR80
HOWrITER, MIl0Al SELF-PROPELLED, 8" (A) 16,975 26MAR80
HOW117ZR, M1 10A2 SELF-PROPELLED, 8" (A) 21,069 26MAR80
HOWITZER, M198 TOWED, 155MM (A) 47,483 14FEB86
TANK, M1 ABRAMS (A) 114,443 27Ocr88
TANK, MIA1 (A) 226,725 27OCT88
TANK, MIA2 (A) 248,001 07JAN93 (A)
TANK, M48AI (A) 1,479
TANK, M48A3 (A) 5,521
TANK, M48A5 (A) 12,849
TANK, M60A1 (A) 14,083 03MAR80
TANK, M60A3 (A)
W/lhennal Tank Sights 31,427 03MAR80
W/O Thea Tank Sights 21,939 03MAR80

TANK ENGINE, AGT-1500 18,714 07JAN93 (A)
(Ml TANK SERIESXA)

TANK ENGINE, AVDS-1790
(M60A1 TANK) (A) 2,066 03MAR80

TRANSMISSION, HMPT 500-3 BRADLEY (A) 3,564 05APR91
VEHICLE, AAV7A1/AAVAI ASSAULT

AMPHIBIOUS (N) 91,426 20APR82
VEHICLE, LAV-25 SERIES LIGHT
ARMORED (LAV) (N) 17JUN91
LAV-25 (INCLUDES LAV-25 TURRET) 2,818
LAV-LOGISTICS 7,610
LAV-RECOVERY 26,305
LAV-MORTAR 14,383
LAV-CMD/CONTROL 16,723
LAV-ANMTIANK (INCLUDES LAV-25 TURRET) 13,473
LAV-BASELINE 800
LAV-25 TURRET 1,600

VEHICLE, M2 INFANTRY FIGHTING (IfV) (A) 51,989 22NOV89
M2A1 (MV) 74,937
M2A1 (MINUS) (IFV) 57,580
M2A2 (fV) 106,593

VEHICLE, M3 CALVARY FIGHTING
VEHICLE (CFV) (A) 50,549 22NOV89
M3AI (CFV) 73,497
M3A1 (MINUS) (CFV) 56,140
M3A2 (CFV) 106,113

VEHICLE, M88/M88AI RECOVERY (A) 8,460 01NOV88
VEHICLE, MlI 13 SERIES, ARMORED
PERSONNEL CARRIER (APC 688 11SEP78
FAMILY OF VEHICLES (FOV) (A)
CARRIER, M106AI12 MORTAR
CARRIER, M548 SERIES, CARGO
CARRIER, M577 SERIES, COMMAND POST
CARRIER, M667 LANCE
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CARRIER, M727 HAWK
CARRIER, M730 CHAPARRAL
CARRIER, M741 VULCAN

VEHICLE, M551 ARMORED
RECONNAISSANCE ASSAULT (A) 33,213

VEHICLE, M578 RECOVERY (A) (D)
VEHICLE, M723 MECHANIZED
INFANTRY COMBAT (A) (D)

VEHICLE, M728 COMBAT
ENGINEERING (CEV) (A) (D)

VEHICLE, M981 FIRE SUPPORT
TEAM (FISTV) (A) 68,476 03FEB86

VEHICLE, M992 FIELD ARTILLRY
AMMUNITION SUPPORT (FAASV)(A) 12,805 22NOV89

VEHICLE, M998 SERIES, HIGH
MOBILITY MULTI-PURPOSE
WHEELED (HMMWV) (A)

CARRIER, M996 TOW MISSILE 232 26OCT90
CARRIER, M1025 ARMAMENT, BASIC ARMOR 232 26OCT90
CARRIER, M1026 ARMAMENT, BASIC ARMOR 232 26OCT90
CARRIER, M1036 TOW MISSILE, BASIC 232 26OCT90
CARRIER, M1043 ARMAMENT, SUPPLEMENTAL 232 26OCT90
CARRIER, M1044 ARMAMENT, SUPPLEMENTAL 232 26OCT9
CARRIER, M1045 TOW MISSILE, SUPPLEMENTAL 232 26OCT90
CARRIER, M1046 TOW MISSILE, BASIC 232 26OC190

VEHICLE, FIRE DIRECTION CONTROL
CENTER OFCV) (A) 3,382 21MAY86

. CATEGORY VIH- - AIRCRAFT. SPACECRAFT AND ASSOCIATED

EQUIPMENT

AIRCRAFT

767 AWACS (AF) 8,700,000 11AUG92
BASIC CONFIGURATION ($6,900,000)
INFORMATION SYSTEM,

JTIDS ($1,600,000)
RADIO, HAVE QUICK ($200,000)
A-NET SYSTEM

A-4A (N) 15,165 20OCT83.
A-4B (N) 12,864 20OCT3
A-4C (N) 15,523 20OCT83
A-4E (N) 27,929 20OCTr83
A-4F (N) 33,226 20OCT83
A-6(N) (D)
A-7 (WOVO FLIR) (N) 243,881 08SEP83
A-10 (W/O TF-34 ENGINE) (AF) 388,786 12MAR82
A-37 (AF) 19,651 28MAR89 (B)
AV-8B HARRIER (W/O UK ASSESSMENT) (N) 867,373 26JUN81
C-5A GALAXY (AF) 12,661,728 12MAR82
C-130 HERCULES W/4 T-56
ENGINES (AF) 102,520 03AUG83
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C-141A/B STARLIFTER (AF) 892,254 12MAR82
E-2B (W/ENGINES) (N) 298,400 22JUN89
E-2C (N) 2,625,904 18MAY78
E-3 AWACS (AIRBORNE WARNING AND

CONTROL SYSTEM) (AF)
ENHANCEMENTS (SPECIAL
RECOUPMENT, EXP. 01JUL94) 461,797 28SEP90

MEMORY UPGRADE MODIFICATION 1,674,841 08NOV89
E-3A SENTRY, US/NATO

STANDARD (AF) 33,021,000 26OCT81
(TOTAL US NC CHARGE $27.43M
TOTAL NATO NC CHARGE $5.59M)

EA-6 (N) (D)
F-4A (N) 129,712 20OCTI83
F-4B (N) 70,450 20OCT83
F-4J (N) 122,089 20OCT83
F-4E (N) (W/ ENGINES)

(25% DISCOUNTED FOR USEFUL LIFE) (N) 159,408 20OCT83
F-4G WILD WEASEL (MOD ONLY) (AF) 667,241 12MAR82
F/RF-5A TIGER (W/O 2 J-85
ENGINES) (AF) 40,000 01NOV71

F/RF-5E TIGER n1 (W/O 2 J-85
ENGINESXAF) 68,000 01NOV71

F/RF-5F TIGEFR H (W/O 2 J-85
ENGINES) (AF) 207,000 25NOV75

F-8 CRUSADER (N) 56,859 12MAY81
F- 14 (W/ENGINE) (N) 1,600,000 29NOV76
F-15A/B EAGLE (W/O ENGINES,

ANIAPG-63 RADARS, MSIP, &
TEWS) (AF) 1,849,611 05FEB92

F-15CID EAGLE (W/O ENGINES,
AN/APG-63 RADARS, MSIP, &
TEWS) (AF) 1,897,460 05FEB92

F- 15E EAGLE (W/O ENGINES,
AN/APG-63 RADARS, MSIP, &
TEWS) (AF) 3,938,594 05FEB92

F-16 A/B FIGHTING FALCON
(W/O EPG SPECIAL
NC $85,000) (AF) 640,000 04JUN80

F-16C0D (Wt ENGINES) (AF) 1,018,050 24FEB89.
F-18 Akframe (N) 1,117,281 30MAR87
F-20 (AF) 941,504 30MAR87
F-100A (AF) 37,840 06DEC84
F-100C (AF) 25,800 06DEC84
F-100D (AF) 25,440 06DEC84
F-100F (AF) 27,840 06DEC84
F-101B/F (AF) 65,560 06DEC84
F-102 (AF) 38,320 06DEC84
F-104A STARFIGHTER (AF) 42,080 06DEC84
F- 104B/CiD (AF) 91,040 06DEC94
F-104G/J (AF) 54,360 27NOV87
F- 105B THUNDERCHIEF (AF) 168,000 06DEC84
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F-105D/F (AF) 78,400 06DEC84
F-106AAB DELTA DART (AF) 159,200 06DEC84
F-111A=/CVD/.,F (AF) 605,320 06DEC84
KC-10 EXTENDER (AF) 1,176,667 12MAR82
KC- 135A STRATOTANKER (AF) 217,034 12MAR82
OV- IA/B/C MOHAWK (A) 119,229 23JUN82
OV-10 (W/O ENGINE) (N) 41,930 09JAN78
P-3A/B (W/ENGINE) (N) 382,750 03JAN78
P-3C (N) 592,219 03JAN78

AEW&C 1,761,974 25FEB87
UPDATE III 1,044,128 17MAY89

RF-4B (N) 104,566 20OCT83
RF-4C PHANTOM (AF) 108,000 06DEC84
S-2 (W/ENGINE) (N) 85,449 28AUG81
S-2AIUS-2 (W/O ENGINE) (N) 18,987 20OCI83
S-2C (W/O ENGINE) (N) 23,497 20OCT83
S-2D (W/O ENGINE) (N) 38,448 20OCr83
S-2E (W/O ENGINE) (N) 35,950 20OCr83
S-3A VIKING (N) 3,502,643 26JUN81
T-2 (N) 39,968 10JAN78
TA-4F (W/O ENGINE) (N) 28,110 20OCT83
TA-4J (W/O ENGINE) (N) 51,176 20OCT83
T-33A (AF) 2,857 12MAR82
T-37 (AF) 19,651 28MAR89 (B)
T-38A (AF) 80,972 12MAR82
TH-55 OSAGE (A) 6,000 11JUN87
VEHICLE, REMOTELY PILOTED (RPV)
ACQUILA (A) (D)

lHELICOPTERS

AH-1J AIRFRAME, SEACOBRA (N) 52,245 11OCT85
AH-IS COBRA (WIT-53-L-703

ENGINE) (A) 147,604 17MAY89
(W/T-53-L-703 ENGINE, M65
AIRBORNE TOW MISSILE AND
C-NITE SYSTEM) 163,860 17MAY89

AH-1T AIRFRAME, SEACOBRA (N) 486,665 11OCT85
AH-IW APACHE SUPER COBRA

(W12 T-700-GE-401 ENGINES) (N) 326,461 18JUN90
AH-64 APACHE (W/2 T-700

ENGINES) (A) 1,045,566 30DEC83
CH-47A/B/C (INCLUDES

T-53-L-1 IA ENGINE) (A) 100,000 07NOV70
CH-47D CHINOOK (W/O T-55 ENGINES) (A) 144,279 07AUG91
CH-53EFMH-53E (W/O T-64

ENGINE) (N) 1,023,079 12MAY83
H-3E (N) (D)
H-46 (N) (D)
H-53 (S-65) (N) 166,029 27FEB79
OH-6 CAYUSE 18,000 11JUN87
OH-58A KIOWA (A) 22,000 11JUN87
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OH-58C KIOWA (A) 48,000 11JUN87
OH-58D KIOWA

(W/MAST MOUNTED SIGHTS) (A) 663,082 10AUG93 (A)
SH-2f2Df2F LAMPS, MARK I

(W12 T-58-GE ENGINES) (N) 325,423 06DEC84
SH-2G (W/2 T-700-GE-401 ENGINES) (N) 607,149 03JUN91
SH-60B AIRFRAME (N) 689,944 15OCT82

(LAMPS, MARK III AIRFRAME
W/O T-700-GE-401 ENGINES) 859,636

MINIMUM AVIONICS SUITE 366.236
MISSION AVIONICS SUITE 1,063,400
SHIP ELECTRONICS 1,131,227

TH-55 OSAGE 6,000 11JUN87
UH-IH IROQUOIS (A) 4,501 01MAY81
UH-1N (N) 48,032 12RJL85
UH-60A BLACKHAWK AIRFRAME (A) 169,692 03OCT81

CFM-56 (AF) 20,000 25MAY89
CFM-56 ENGINE INTEGRATION, E-3 (AF)

(SPECIAL RECOUPMENT, EXP. 01JUL94) 3,257,810 28SEP90
CT7-2A/2D (N) 29,697 21DEC88
CT7-5A/7A (N) 25,777 21DEC88
Cr7-609 (N) 9,236 21DEC88
F100-PW- 100200 ALTERNATE FIGHTER

ENGINE (AFE) (AF) 284,001 27JAN92
FIOO-PW-220 ALTERNATE FIGHTER

ENGINE (AFE) (AF) 364,783 27JAN92
F100-PW-229 INCREASED PERFORMANCE

ENGINE (WPE) (AF) 637,802 27JAN92
F101 (AF) (D)
FlOIX (AF) (D)
F107 (N) (D)
F-109-GA-100 TURBOFAN (AF) 86,546 14MAY91
F110-GE-100 ALTERNATE FIGHTER

ENGINE (AFE) (AF) 364,783 27JAN92
Fl 10-GE-129 INCREASED PERFORMANCE

ENGINE (PE) (AF) 637,802 27JAN92
F404 (N) 63,840 30MAR87
F404-GE-400/402 164,222 09OT2 (A)
J47 (AF) 2,168 12MAR82
J52P-6A/B (N) 7,370 08SEP83
J52P-8A/B (N) 30,658 08SEP83
J52P-408 (N) 33,106 08SEP83
J57P-6B (N) 4,600 08SEP83
J57P-10 (N) 4,120 08SEP83
J60P-3/3A (N) 2.520 08SEP83
J75 (AF) 28,999 12MAR82
J79-GE-8/10 (N) 6,400 08SEP83
J79-GE-17/17A/119 (AF) 27.464 01OCT83
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J85 (AF) 17,901 23MAR83
RM-12 110,029 09OCT92 (A)
T33-P- 100 (AF) (D)
T53 (N) 1,542 07MAY81
T53-L-703 (A) 2,220 17MAY89
T55 (A) 3,200 06NOV70
756 (AF) 13,313 12MAY83
T58 (N) 20,045 11JUN87
T64 (N) 38,578 12MAY83
T700-GE-700 (A) 29,697 21DEC88
T700-GE-401 (NC ADDITIVE TO

T700-GE-700 ENGINE) (N) 78,039 15OCI83
T700-GE-401/401A (N) 29,697 21DEC88
T700-GE-401C (N) 25,450 21DEC88
T700-GE-7011701A/701A1 (A) 29,697 21DEC88
T1700-GE-701C (A) 25,450 21DEC88
TF30 (N) 43,866 20JUN79
TF34 (N) 20,705 12MAR82
TF39 (AF) 441,707 12MAR82
TF41-A-2AJ2B/400/402/402B (N) 48,249 06DEC84

CATEGORY IX - MILITARY TRAINING EOUIPMENT

NO ITEMS IN THIS CATEGORY ARE DEFINED IN THE US MUNITIONS LIST AS
SIGNIFICANT MILITARY EQUIPMENT.

CATEGORY X - PROTECTIVE PERSONNEL EOUIPMENT

NO ITEMS IN THIS CATEGORY ARE DEFINED IN THE US MUNITION LIST AS

SIGNIFICANT MILITARY EQUIPMENT.

CATEGORY XI. MILITARY AND SPACE ELECTRONICS

CENTER, AN/rYQ-23, TACTICAL AIR
OPERATIONS (TAOC) (N) 198,000 17MAY89•

CENTER, TAOC-85, TACTICAL AIR
OPERATIONS (N) (D)

CENTER, MODULAR TACHTCAL COMMUNICATIONS
(MTCC) (A) (D)

CENTER, TACTICAL FLAG COMMAND (N) (D)
COMMUNICATION, AN1TSC-86 SATELLiTE

(SATCOM) GROUND SYSTEM (AF) (D)
COUNTERMEASURE, AN/ALQ-119 (AF) 6,138 09DEC75
COUNTERMEASURE, AN/ALQ- 126,

SPJ SYSTEM (N) 26,631 05JUN85
COUNTERMEASURE, AN/ALQ- 131

(W/RECEIVER) (AF) 26,970 28SEP79
COUNTERMEASURE, AN/ALQ-131
(W/O RECEIVER) (AF) 24,108 28SEP79

COUNTERMEASURE, AN/ALQ- 165, ASPJ (N) 111,425 06DEC84
COUNTERMEASURE, AN/SLQ-32(V)l (N) 115,000 25APR86
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COUNTERMEASURE, AN/SLQ-32(V)2 (N) 250,350 25APR86
COUNTERMEASURE, AN/SLQ-32(V)3 (N) 381,803 25APR86
COUNTERMEASURE, TORPEDO EX SET 1

SYSTEM (N) (D)
0EERONIC WARFARE SUPPORT, TACTICAL

(CEWS) SYSTEM (AF) 225,434 05FEB92
EQUIPMENT, VERSATILE AVIONICS SHOP
TEST (VAST) (AN/USM-247(V) (N) (D)

INFORMATION SYSTEM, JOINT TACTICAL,
INFORMATION DISTRIBUTION SYSTEM
(JTIDS) (AF) 1,600,000 11AUG92 (A)

INI)RMATION SYSTEM, OCEAN SURVERIANCE
(OSIS), BASELINE UPGRADE (OBU) (N) 6,551,852 27JAN92
OSIS, REMOTE GRAPHIC WORKSTATION 5,874,074 27JAN92

MAPPING SYSTEM, MK90 DIGITAL (DMA) 35,102,998 18MAY89
DATA EXTRACTION MODULE 324,248
DATA SERVICES MODULE 34,254,561
PRODUCT GENERATION MODULE 91,898
SOURCE PREPARATION MODULE 432,291

POSITIONING SYSTEM, NAVSTAR GLOBAL
(GPS) (AF) 1,000 280CT87

RADIO, AN/ARA-54 (A) 40 28MAR89
RADIO, AN/PRC-119 SINGGARS (A) 803 26JAN90
RADIO, ANITRC-170 (AF) 60,622 15FEB84
RADIO, AN/VRC- 12 SERIES

(12,43 THROUGH 49) (A) 70 15FEB84
RADIO, AN/VRC-87 THROUGH 92 SINGGARS (A) 803 26JAN90
RADIO, RT-1439 RECE-VERATRANSMITTER (A) 296 26JAN90
RADIO, HAVE QUICK A-NET SYSTEM (AF) 200,000 1 1AUG92 (A)
SONAR, AN/SQQ-32 MINE HUNTING 1,562,119 13OC192 (A)
SONAR, ANISQR-18A (N) 267,069
SONAR, AN/SQR-18A(V)I (N) 601,837 24MAY84
SONAR, AN/SQR-19, CONMPE SYSTEM (N) 1,756,900 21MAR90
SHIPBOARD ELECT'RONIC SYSTEM (SES) 1,071,800 21MAR90
TOWED ARRAY GROUP (TAG) 359,400 21MAR90•

SONAR, AN/SQS-56 (N) 173,193 19JUL88
SONAR SYSTEM, AN/UQQ-2(V)1

SURTASS (COMBINED SHIP AND
SHORE SYSTEM) (N) 3,029,374 28AUG89

SONAR SYSTEM, AN/UQQ-2(V)1
SURTASS, SHIPBOARD SYSTEM (N) 1,785,000 28AUG89"

TELEPHONE, ANIrTC-38, CENTRAL (A) (D)
TELEPHONF, AN rTC-39 (A) (D)
TELEPHONE, AN/TTC-42, UNIT LEVEL

CIRCUIT SWITCH (N) (D)

CATEGORY XI - FIRE CONTROL. RANGE FINDER. OPTICAL AND
GUIDANCE AND CONTROL EOUIPMENT

FIRE CONTROL, AN/GSG-10 DIRECTOR,
TACFIRE (A) 740,331
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FIRE CONTROL, AN/GSG-11 DIRECTOR,
TACFIRE (A) (D)

FIRE CONTROL, MKIA COMPUTER (N) (D)
FIRE CONtROL, MK25 RADAR (N) (D)
FIRE CONTROL, MK37 GUN SYSTEM (N) 24,800 06DEC94
FIRE CONTROL, MK51-2 DIECTOR (N) (D)
FIRE CONTROL, MK6 GUN SYSTEM (N) 15,400 06EC94
FIRE CONTROL, MK68 GUN SYSTEM (N) 60,000 06DEC•4
FIRE CONTROL, MK74 MOD-4 MISSILE

SYSTEM (MFCS) (N) (D)
FIRE CONTROL, MK86 GUN SYSTEM (N) (D)
FIRE CONTROL, MK92 MISSILE SYSTEM (MCS) (N) (D)
FREQUENCY, AWI'SC-45 AND AWSC-93

SUPER HIGH (SHF) SYSTEM, MULTICHANNEL (D)
GUIDED BOMB UNIT, GBU-10/12 (AF) 203 15JUN87
GUIDED BOMB UNIT, GBU-15 (AF) 12,528 11MAYS1
GUIDED BOMB UNIT, GBU-16 (AF) (D)
LANTIRN NAVIGATION AND TARGETING

SYSTEM (AF)
NAVIGATION POD, AN/AAQ-13 217,453 18MAY89
TARGETING POD, AWAAQ-14 201,057 18MAY89
TARGETING POD, SUPPORT EQUIPMENT

(FMS) 1,418,320 18MAY89
MANPACK, AN/PSC-I AND ANIPSC-7

SINGLE CHANNEL UHF SYSTEM (A) (D)
MANPACK, AN/PSN-6 LOREN (D)
MISSION PAYLOAD SUBSYSTEM (NPS)
DAYUGHT (A) (D)

•MISSION PAYLOAD SUBSYSTEM (MPS)
FORWARD LOOKING INFRARED (FUR) (A) (D)

NIGHT VISION, AN/PVS-5 GOGGLES (A) (C)
NIGHT VISION, AN/PVS-7A/B GOGGLES (A) 50 19JUN91
POSITION LOCATION REPORTING SYSTEM,

(PLRS) (A) 11,775,783 30NOV88
BASIC USER UNIT, RT-1343)TSQ-129 41,298
MASTER STATION, ANITSQ-129 1,179,261

RADAR, AN/APG-63 (AF) 410,407 28MAR89
RADAR, AN/APG-65 (F-18) (N) 29,471 30MAR87
RADAR, AN/APG-65 (EPA MOU ONLY) 23,543 21APR89
RADAR, AN/APG-66 (F-16A/B) (AF) 30,400 12APR84
RADAR, AN/APG-68 (F-160I1) (AF) 101,120 12APR84
RADAR, AN/APS-138 (AN/APS- 145)

ANTENNA (N) 162,047 25FEB87
RADAR, AN/APS- 145 (N) 1,078,582 25FEB87
RADAR, AN/AWG-9 PHOENIX (N) 338,403 28MAR89 (B)
RADAR, AN/FPS-1 17 (AF) 883,053 20APR89
RADAR, ANIFPS- 118, OVER-THE-HORIZON

BACKSCATTER (OTH-B) (AF) 93,682,000 07JUN91
PRIME SECTOR 89,098,000
SECOND SECTOR 3,534,000
THIRD SECTOR 1,050,000
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RADAR, AN/MPS-39 MULTIPLE
OBJECTS TRACKING RADAR (A) 320,471 21JAN93 (A)

RADAR, AN/SPS-40B (N) 216,746 07MAY82
RADAR, AN/SPS-46 (N) (D)
RADAR, AN/SPS-48E (N) (D)
RADAR, AN/SPS-49(V)1-4 (N) 143,460 12APR90
AN/SPS-49(V)5 149,146 12APR90
AN/SPS-49(V)6 143,460 12APR90
AN/SPS-49(V)7 149,146 12APR90

RADAR, AN/TPQ-36 (A) 252,968 05JUL91
RADAR, AN/TlQ-37 (A) 920,149 05JUL91
RADAR, AN/TPS-43 (W/BASIC ANTENNA) (AF) 27,462 05FEB86
RADAR, ANjTPS-63 (USMC BASELINE) (N) 45,557 07MAY87
RADAR, ANITPS-71 RELDCATABLE OVER
THE HORIZON (ROHrR) (N) 15,076,923 20APR90

SIGHT, MAST MOUNTED (A) 209,265 10AUG93 (A)
SYSTEM, MARINE INTEGRATED FIRE
AND AIR SUPPORT SYSTEM (MIFASS) (N) (D)

TARGET ACQUISITION, MK23 MOD-48,
SYSTEM (TAS) (A) (D)

TARGET ACQUISITION DESIGNATION
SIGHT (TADS) (A) 202,591 30DEC83

TARGET DESIGNATOR, AN/AVQ-26 LASER
PAVE TACK (AF) 643,071 11JUN87

TERMINAL, AN/GSC-39(V) DSCS
MEDIUM (A) (D)

TERMINAL, LIGHT FOR AN/TSC-86 (A) (D)
TERMINAL, SINGLE SUBSCRIBER (SST) (A) (D)
WEAPON SYSTEM, MK7, AEGIS,

(W/O STANDARD MISSILE AND MK41
VERTICAL LAUNCH SYSTEM) (N) 16,288,000 25FEB87

WEAPON SYSTEM, CLOSE IN (CIWS),
PHALANX (NC IS PER GUN MOUNT) (N) 287,842 28OCT78

CATEGORY X11I - AUXILIARY MILITARY EOUIPMENT

NO ITEMS IN THIS CATEGORY ARE DEFINED IN THE US MUNITIONS LIST AS
SIGNIFICANTLY MILITARY EQUIPMENT.

NOTIRS

A. NEW SINCE 12AUG92.
B. THE EFFECTIVE DATE OF 28MAR89 HAS BEEN ASSIGNED TO ITEMS WHERE ONE

CHARGE EXISTS WITHOUT AN EFFECTIVE DATE IDENTIFIED
C. NO CHARGE
D. IF THERE HAS BEEN AN INVESTMENT IN NONRECURRING COST AND THE

CALCULATION OF THE CHARGE HAS NOT BEEN COMPLETED AND A SALE IS
PENDING, CONTACT DSAA TO OBTAIN THE REQUIRED CHARGE.

E. FOR OLDER SHIP DESIGN, A PERCENTAGE CHARGE (3.5%) FOR RECOUPMENT
OF NONRECURRING COST WILL BE ESTABLISHED AT A TIME OF ACTUAL
DEMAND FOR FMS OR COMMERCIAL SALE PROPOSALS.
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SECTION 701 - PREPARATION AND PROCESSING OF LOAs**

70101 PURPOSE, This section provides instructions for LOA preparation in response to
country requests. It also cites other sections which bear directly on LOA preparation.

70102 POLICIES.

A. LOAUse. The LOA will be used for FMS of defense articles and services (items). It
will list items offered and, when properly developed, becomes an official tender by the USG. The
acceptance constitutes the agreement by the Purchaser and, with applicable funding, completes the
contract

B. Standard Information. Standard Terms and Conditions in Table 701-1 are an official
part of each LOA, whether or not they are attached to a particular copy. LOA Information in Table
701-1 provides courtesy information only. Both must be attached to the original LOA, which will
ultimately be signed by the customer. A copy of the LOA and all attachments must be retained by
the LOA preparer or its successor organization in the official US LOA record file. With exception
of the US record copy held by the IA, the Table 701-1 attachments should accompany only the
original LOA. To help prevent unauthorized versions of the LOA, computer or manually-generated
replicas of the Standard Terms and Conditions or Information in Table 701-1 will not be used.

C. Sunnlemental Information. Standard Terms must be supplemented with additional
items or notes for each Offer in order to make obligations clear. When LOAs are prepared before
details are known, "notes" (which include "supplemental conditions") will include general
coverage of this information and an estimate of when specific information on these topics can be
provided to the Purchaser. Inclusion of all terms and information as a complete package within the
LOA, rather than orally or by separate correspondence, reduces misunderstandings regarding FMS
commitments.

D. Oualit Control. [As must ensure that adequate controls exist to assure mathematical
and factual integrity, and completeness, of the LOA package.

E. Program Consolidation. LOAs involving major systems or end items will include
supporting items as opposed to negotiating separate LOAs for each of these items.

F. Travel for Purchaser Personnel. The Purchaser is responsible for all travel for its
personnel on assignment in the US or required in conjunction with FMS programs. These services
or costs will not be included on the LOA.

G. Nharga LOAs will not normally be established for the sole purpose of collecting
nonrecurring costs. LOAs that sell a TDP for production purposes must include an obligation for
the Purchaser to pay the USG an NC charge per unit of production which may be fixed
subsequently by an LOA Amendment. Pro rata NC charges for articles sold under FMS will be
included in the unit price. Due to inclusion of sensitive US technical production information, data
regarding USG cost pool and production quantities used to determine NC charges will not
normally be released outside DOD. (see also DoDD 2140.2)
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70103 GENERAL PROCEDURES.

A. LOR Validation Upon receipt, the LOR must be validated to ensure the potential
customer is an eligible FMS recipient, that the item sought may be sold, and that the request was
received through proper channels (see paragraph 70003.A.2).

B. Iigmframm. The IA must formally acknowledge receipt of LORs within 5 days.
Transactions for valid LORs must be submitted to DSAA for input into the 1200 System within 10
calendar days of receipt of the request (see Chapter 15). LOAs must be listed in the 1200 System
for at least 7 days prior to requesting DoS approval; i.e., prior to countersignature or, if applicable,
forwarding directly to the requestor. The maximum IA processing time between the LOR and
release of the LOA or Amendment should normally be no more than 60 days.

C. Cost Data Exclusion, The percentage rate used for determining PC&H,
administrative, CLSSA, or other costs should not be indicated in the LO-

D. Individual Responsihle. The name and telephone number of the individual within
the IA who is responsible for the LOA should appear in the Signed Copy Distribution field as
illustrated in Tables 701-1 and 804-1.

E. odination. LOAs and LOIs should be coordinated through the IA comptroller and
legal counsel. The DSAA point of entry for coordination is the DSAA COMPT FMSCRD.
DSAA, including OSD, coordination will be accomplished by Operations Directorate, including
documents which require countersignature. DSAA approval/disapproval will be provided from
FMSCRD.

F. Documents to Accomnanv LOAs During Coordination. Documents discussed
in this paragraph will not be provided to the Purchaser. See Section 703 for LOAs which meet
criteria for reporting to Congress and Section 140010 for Financial Analysis for SDAF lines.
Termination Liability Worksheets (see Table 701-2), to provide the IA's plan for the collection of
funds to cover the liability to the USG should the LOA be terminated prior to normal completion,
are to be included with selected LOAs as follows:

1. LOAs with a total value of $25M or more will be accompanied by a TLW when
submitted to DSAA for countersignature. Modifications or Amendments that contain a revised
payment schedule will also contain a revised TLW. For LOAs below the $25M threshold, a formal
certification that termination liability has been included in the payment schedule should be added to
the LOA file.

2. Entries for each date should show both the quarterly transactions and the cumulative
totals. The IW will include:

a. The deposit date, normally quarterly, in accordance with the schedule of
payments.

b. The total payment, including the amount to be deposited for both disbursements
and reserves.

c. Anticipated payments to contractors or suppliers during the three months after
payment date plus amounts required to cover potential costs during that period for.

(1) Contractor holdback, which is a percentage of the amount earned by the
contractors or suppliers that is retained by the USG to ensure contract compliance.
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(2) -temination liability, to cover the financial liability of the USG should the
contract be terminated.

3. TLWs are not required for CLSSA, BO, source code "S", or "Cash with
Acceptance LOAs.

4. IAs will attach two copies of the TLW with the cover letter forwarding the LOA
package to DSAA COMPT FMSCRD for countersignature. FMSCRD will provide one copy to
COMPT FMD and the other to DFAS-DFA (SAAC) with the advance copy of the LOA. DFAS-DE
will ensure the TLW is retained after the Purchaser signed copy of the LOA is received. The TLW
must be loaded into DIFS prior to implementation. For any LOA, Amendment, or Modification
exempt from countersignature, LAs should provide TLW copies to DSAA COMPT and SAAC.

G. Countersignature Unless specifically exempted (e.g., LOA Amendments and
Modifications exempted in Section 804), all LOAs, Amendments, Modifications, and LOIs require
DSAA countersignature. Those exempted will show, in the countersignature block, the pertinent
SAMM section or other authority for exemption.

1. Upon finalization, or five days prior to the expiration of the Congressional review
period for AECA Sec 36(b) notifications, IAs will forward the signed original documents plus two
copies (three when FMF or MAP funded) to DSAA. DSAA COMPT will forward all submissions
to DSAA Operations for coordination.

2. Subsequent to countersignature, DSAA COMPT will return the original to the IA for
processing to the prospective Purchaser, forward a copy to SAAC with the TLW if applicable; and
retain a copy in order to enter appropriate information into the DSAA FMS data base.

70104 PREPARING THE LETTER OF OFFER AND ACCEPTANCE. A sample
completed LOA is included in Table 701-1. Information which is not part of the basic format is
"bracketed and in bold type for emphasis (brackets should be excluded, and normal type used, in
actual LOAs). The following guidance also applies.

A. LOAs reported under AECA Sec 36(b) will include at the end of Terms of Sale on page
one the DSAA transmittal number used in the statutory Congressional notification (e.g.,
Congressional notification 92-15).

B. An expiration date of 85 days (25 days for additional administrative processing and 60
for country review) following IA signature should be used. A note should explain any instances
when the Purchaser will have less than 60 days for review; for example, where the Purchaser
requested expedited shipment or the quote is contingent on award by a certain date.

C. The blank entry in "This page through page _ attached are,.." will be the total pages of
the WOA, excluding the Standard Terms and Conditions and courtesy Information.

D. The LOA should be signed for the US prior to forwarding to DSAA for countersignature
or, when applicable, directly to the requestor. The US Signature is an authorized IA
representative. The date is the day, month, and year the LOA is forwarded.

E. The Items to be Supplied information should show the following--

1. The LOA will contain a separate line for each article that is measured in units (U/I
"BA" in Section 1503). For LOAs with more than one significant article or service, number each
consecutively, normally grouping items and support from most to least substantial (e.g.,
determined by line dollar value, sequence of phased execution, or other organized breakout). Sub-
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lines may be used to the extent they are compatible with MASL breakout and reporting by generic
code identification.

2. The LOA will group dollar-denominated items (U/I "XX" or blank), such as spare
parts and training, to the extent that common generic codes apply (e.g., tool kits with identical
generic codes should be under a single line).

3. Item Description/Coidition must include the correct CGeneric Code and MASL line
data (Section 1503), NSN or part number, MDE(Y)/non-MDE(N) code, a description of the
articles or services, and the condition code or reference to a note in which the condition will be
shown.

a. References to other information within the LOA may also be included; for
example, for weapons systems, the reference may relate to an attachment to the LOA which will
include descriptive information for individual items grouped generically in the item description
column.

b. When EDA are sold Ier the AECA and included in an LOA line, "Exces
Defense Articles- Acqguisition Value is $ "must be at the bottom of the item
description for that line.

4. If all line items cannot be listed on the second page of an LOA, show only the
program total and list the remaining items on continuation sheets.

F. Quantity, Unit of Issue, and Unit and Total Costs information should be entered, as
applicable. Source Code, Months (availability following acceptance), Type of Assistance (TA) or
Training Notes, Offer Release Code, and Delivery Term Code entries are discussed in LOA
Information (Table 701-1). When more than one code applies, "Note_" should be shown and
an explanatory note should be included in the LOA.

G. Where the unit or extended price exceeds $100, cost information may be rounded to the
nearest whole dollar. Charges other than those below should be detailed in a note.

1. Net Estimated Cost is the estimated articles and services costs, which should not
include administrative or assessorial charges.

2. Charges for Packing, Crating, and Handling-, Administrative Charge; and Supply
Support Arrangement are based on percentages in the FMR. *

H. Terms of Sale are based on Paragraph 130104.C (Cash, FMS Credit, FMS Credit Non-
Repayable, or MAP). The IA should enter the type and amount of funds. DSAA will adjust the
type and amount of funds at the time of countersignature, consistent with availability of funds, or
return the LOA to the IA for repricing as required. In order to reduce prices charged to MAP or
FMS Credit Non-Repayable, the IA should advise recipients to use these funds to wholly finance
LOAs which include NC or military pay costs.

I. "Initial Deposit" will be shown in lieu of the date as the first entry under Eaxm Dat
with the amount under Quanzlt and Qumiatn.

70105 ADDITIONAL CONSIDERATIONS, The following subparagraphs are aligned to
the column "Supplementary Information for Letters of Offer and Acceptance" in Table 701-3. The
Checklist shown in Table 701-4 may be used at the option of the IA.
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A. Shi=un& See Section 802 for additional transportation information and Tables 701-5
and 701-6 for additional transportation terms and conditions. See Chapter 5 for export licensing
and customs clearances.

1. FMS recipients must have the continuing capability to transport their materiel Any
use of DTS, to include related terms and conditions for movement, must be stated in the LOA.
DBOF items; firearms; explosives; lethal chemicals; other hazardous materiel, air cargo that
exceeds commercial capability;, and, occasionally, classified materiel are moved within DIS.

2. Other use of DTS must be approved by DSAA and OUSD(A&T) on a case-by-case *
basis. Each request to allow special use of DTS must be supported with a statement that shows
projected tonnage, special transportation requiments, and other relevant information that would
justify the commitment of DoD transportation assets. Upon approval, the extent of the
authorization must be shown in the LOA.

3. For items not routinely shipped via DTS, the normal method of movement of FMS
materiel is by commercial carrier to the freight forwarder designated by the Purchaser. Offer
Release, Delivery Term, Mark For, and Freight Forwarder codes help the USG and Purchaser
understand that materiel will be shipped by collect commercial bill of lading to freight forwarders
or as coded based on DoD 4140.17-M. DoD 4000.25-8-M (MAPAD) should be used to guide
Purchasers to provide Mark For and Freight Forwarder codes.

4. Procedures above also apply to repair and return. The IA should assure that the
LOA for the repair and return of materiel provides, when possible, a Purchaser schedule for
returns and a CONUS address for return of each item.

5. The FMS Purchaser must advise whether aircraft will be delivered by commercial
ferry service (arranged by the customer), DoD ferry, or surface transportation. LOAs will contain
the stipulation that delivery will be made only under one of the following conditions:

a. In the event flight delivery of the aircraft is desired by the Purchaser, the aircraft
must be placed in safe condition consistent with established standards of the military service of
origin or FAA. Required maintenance may be done through negotiation with the IA or FAA
certified facility, and costs will be borne by the Purchaser. Aircraft will be released for flight only
after an inspection by the service or FAA, as appropriate, has determined that standards have been
met. Table 701-5 shows examples of terms and conditions for aircraft ferrying, which may be
amplified to comply with specific requirements.

b. Aircraft not to be restored to the criteria above will be sold with the
understanding that they will be delivered to destination by surface transportation only.

B. Delivery Schedule. The MOS (months) entry on the LOA provides the estimated
leadtime from the date of LOA acceptance to the date of delivery. A schedule of estimated in-
country or CONUS equipment deliveries by month will be provided for major end items. When,
due to Purchaser request or to meet program scheduling needs, items are not to be delivered earlier
than a specified date, this should be shown on the LOA.

C. Personnel Movement, Coordination of actions necessary to select and schedule
personnel travel required to provide services under the LOA is normally completed concurrent with
other steps taken to complete the program.
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D. Oualifications Regarding Validity of Data Deviations from the LOR,
extraordinary reservations concerning the price quoted, and the extent to which either the price or
availability is dependent on action to be taken by the USG (e.g., selection of equipment for US
forces) are examples where further explanation should be included.

E. PCS and TDY Clearance With US Chief of Mission. The 1A will notify the
SAO by message of any requirements for assignment of PCS (but not TDY) personnel to
Purchaser country, including projected start date and duration, number by rank or grade and
specialty, and in-country location. DSAA Operations, the unified command, SecState (FMP/MP
and PMDRSA), and the embassy will be information addressees. The SAO will coordinate with
the US chief of mission and report PCS personnel support cost data, as well as obstacles to their
acceptance or support, to the IA. The IA will include PCS personnel support costs in the LOA and
will advise of the PCS requirement and of any support problems in the cover ket when the LOA
is submitted to DSAA for countersignature. LOAs which include PCS or TDY personnel should
specify, to the extent known:

1. The number of personnel who will perform the task.

2. Planned dates of arrival and departure.

3. In-country destination and "home station."

4. Extent of in-country travel required.

F. Personnel Protection and Related Costs. For the purpose of performing services **
outside the US, "US personnel" as discussed below and in Table 701-7 pertains to personnel
involved in the performance of actions under the LOA.

1. In carrying out LOA programs, it is desirable that US personnel operate to the extent
possible in safety and immunity in US-type conditions. A government-to-government SOFA is the
normal means for acquiring safety and immunity for US personnel. Where the MILDEP General
Counsel (GC) indicates a SOFA (see Table 701-8) or SOFA-like agreement exists, that agreement
should be referenced in the LOA and noted in the countersignature cover memo in order to
highlight to DSAA that DSAA/DoD GC approval may be required.

2. The DoD GC has advised that inclusion of SOFA-like status provisions in an LOA
requires that the LOA be staffed through DoD in accordance with procedures for staffing
international agreements in DoDD 5530.3 (see Section 140103). Since these procedures are
complex and require the development of specialized supporting documentation, inclusion of status
provisions in LOAs should be avoided if possible. Status provisions will not normally be used to
require compliance when authority to ensure compliance is outside the Purchaser's defense
establishment. Individual situations should be brought to the attention of DSAA for coordination
during LOA preparation.

3. Provisions for recouping costs associated with in-country duty (e.g., currency
revaluation, unanticipated import/export charges) are covered in LOA Standard Terms and
Conditions and do not normally require special LOA provisions. Where it is envisioned that failure
by the Purchaser to abide by existing SOFA or other status provisions may result in increased costs
associated with an FMS program, Table 701-7 shows sample terms and conditions and required
Purchaser actions which can be used as a guide.

G. Separate MOU or Detailed Statement of Work (SOW). Major programs may
call for an MOU or SOW, which should be referenced or attached to the LOA. For routine LOAs,
a detailed SOW can be avoided by providing the following information:
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1. Description of the nature of the service to be performed, together with its purpose;

2. Statement of where and how the service will be performed, and

3. Statement of the anticipated result when the service is completed, together with any
information of which the Purchaser should be aware regarding USG reservations or qualifications
as to the probable success of the project.

H. Schedule of Personnel Training. Defined line LOAs should include firm
scheduling of personnel into specific training courses. When this is not feasible, LOAs should set
forth training plans and schedules in general terms, and should show the need to define training
needs at a later date. BO LOAs for training will include "notes" to explain the scope of cover -
and methods for definitizing and requesting courses. LOAs must specify Purcha...:
responsibilities such as providing pay and allowances, housing, qualified students, and any
required supervision thereof.

I. Loz stics Information. This supplements Section 802.

1. LOAs will show the configuration of equipment being sold, but will furnish detailed
equipment specifications only if required. Variations from standard USG configurations will be
noted, together with risks which might be assumed as a result of the variance. The notes will
highlight any purchase of a configuration contrary to that recommended by the USG.

2. LOAs will include any requirement for, and scheduling of, logistics conferences or
other program management actions for the purpose of definitization. The costs of such
conferences which occur prior to acceptance of the LOA can be funded from the Administrative
Budget Account Allocation of the IA, with reimbursement from the Program Management line of
the LOA after it is accepted. Funding is discussed in Section 702. These actions pertain to
"approved programs and are distinguished from AECA Sec 26 survey teams (Section 401).

3. The IA will assure that at least a one-year supply of concurrent (initial) spare parts,
through fourth echelon, at US peacetime usage rates, are included with equipment being offered.
Such spare parts packages should be identified on the LOA by category and total value rather than
by article.

4. For offers of MDE items, the Purchaser will be advised of the estimated period that
USG repair parts support will be available.

5. If the Purchaser has requested that procurement of a particular item is to be provided
from a single source, the designation will be addressed in the "notes" (see Section 80102)..

6. Any USG intent to develop logistics or maintenance support plans will be specified.

7. The bases for logistics support costs will be specified. These should include the
period of support of the initial spares package, operational deployment of equipment, level of
maintenance to be accomplished by the Purchaser, number of maintenance sites, or other basis as
applicable.

8. To ensure logistics support of weapons systems, the LOA should identify critical
long-leadtime items which must be procured in advance of total program definitization.

9. Known limitations in condition must be shown using codes in Table 701-1 or in
"notes". The LOA should specify that the cost of any rehabilitation is not included in the "as-is"
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price. The Purchaser should normally be invited to inspect, in advance of receipt of the LOA if
possible, major items and substantial quantities of excess equipment being sold in "as-is"
condition.

10. CLSSA and BO LOAs must show supported major items.

J. Resplsibilitv for Initiation of Reauisitions. The LOA will show which party
is to initiate requisitions. If a Purchaser responsibility, the LOA will contain information to enable
correct requisition initiation and routing.

K. Payment Schedule Reanirement. Unless the initial deposit constitutes the totrl
value of the LOA, each LOA financed under Terms of Sale Dependable Undertaking, Cash Prior to
Delivery, FMS Credit, MAP, or any combination thereof will include a payment schedule. This
payment schedule will show the calendar dates when each payment is required and the amount due
on each calendar date. The total of these amounts will be equal to the amount reflected on the LOA
"Total $" line. An LOA for any Purchaser currently or anticipated to be approved for FMS funding
will include the following note:

"If terms of sale specify payment under a Foreign Military Financing (FMF) agreement
between the Purchaser and DoD, Purchaser will pay to the USG, on a dependable undertaking
basis, such costs as may be in excess of the amount funded by the FMF agreement."

L. Additional Notes Advice should be obtained from the IA legal office when special
circumstances require an expansion of standard or supplemental indemnity clauses included in this
Section.

1. Ammunition and Other Explosives. Offers for these items will include the
following.

The USG is a self-insurer and, in this connection, your attention is invited to
Standard Terms and Conditions 1.2 and 3.1. DoD shall employ the same
inspection procedures for ammunition and other explosives as would be used in the
procurement of these types of items for itself. Lot production of ammunition and
other explosives, however, carries risks associated with the items' resultant
performance. This risk is assumed by the USG in procurement for its own use,
and this risk is also assumed by the Purchaser in procurement for its use under this
Offer. Accordingly, financial restitution will not be made for claims made on SF
364 ROD (see Standard Condition 5.4) for deficiencies pertaining to these items
unless such claims involve damage due to USG actions with respect to compliance
with applicable inspection criteria and procedures, or USG actions with respect to
packing, crating, handling, or transportation, or unless the USG can obtain equal
restitution from its contractor.

2. Pe iL, ighk. In the event that an individual, commercial entity, or foreign
country should assert ownership of a foreign patent on an item to be sold under FMS, and there are
reasonable grounds for the belief that a Purchaser may be subjected to a possible claim for
infringement, DoD components, in coordination with DSAA, are authorized to make such a sale,
provided a note is added advising the Purchaser of the existing allegation of a foreign patent right.
The note should read substantially as follows:

(Name of individual, commercial entity, or foreign country, and address) has
alleged rights in certain components of the (item) offered herein. In this
connection, the Purchaser's particular attention is invited to Standard Condition 3.
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3. Security Assurances. As appropriate, the following note should be included in
LOAs:

a. For LOAs with NATO Commands or Agencies -

All US classified material or information (to include plans, designs, specifications,
and technical data) provided under this Letter of Offer and A,ceptance shall be
protected as NATO classified information of an equivalent classification level in
accordance with the policy and procedures contained in NATO Document C-
M(55)15 (Final), 'Security Within the North Atlantic Treaty Organization'.

b. For Purchasers who propose to take custody of classifed materiel in the US,
and who comply with the provisions of Paragraph 50111.C.1, the IA will incorporate the
transmission instructions (an alternative for shipment of classified materials) or the requirement for
an approved transportation plan (see Table 503-4) into the security requirements of the LOA.

4. OffsetCs LOAs with industry offset administrative costs as discussed in
Section 140107 must include:

DoD policy authorizes administrative costs associated with the implementation if
offset agreements between the US contractor and foreign customer to be included in
the price of the items offered in this LOA. The price of FMS contracts awarded in
support of this LOA may include administrative costs associated with
implementation of the customer's offset requirement from US industry. DoD is not
a party to such offset arrangements and assumes no obligation to satisfy the offset
requirement or to bear any of the associated costs.

5. Shipment Consolidation. LOAs shall contain the following note when
substantial shipment consolidation of the articles thereon is anticipated:

This is supplemental to LOA Standard Terms and Conditions provision 5.4. If the
USG determines that delivery was delayed more than 90 days following passage of
title due to shipment consolidation, the date of the shipment from the consolidation
location may be used as the start point in determining the one year period for claim
eligibility only.

6. OT&E Incomnlete. If the LOA includes developmental systems which have not **
yet been approved for US production [i.e., Defense Acquisition Board full rate production,
following successful final OT&E (Milestone 3.b), has not been approved], a note will be added
which concisely summarizes the potential effects on the program if the system does not receive
production approval.

M. Acceotance Process. The Purchaser should sign the LOA and complete the Typed
Name, Title, Agency, and Information to be Provided by the Purchaser portions. Copies should
be forwarded to the IA and to DFAS-DE/I along with the required initial deposit before the
expiration date.

1. Normally, the greater the period of time between Offer and Acceptance, the greater
the likelihood of decreased accuracy of data. Requests for extension of the expiration date by the
Purchaser will be honored only after a review by the IA. The Purchaser should be authorized to
make any pen and ink change to the expiration date via message, with a copy to DFAS-DE/I. All
concerned should be advised of the consequences of extension.
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2. Except for DSAA issued changes to financing terms and minor arithmetic errors
discussed below, pen and ink changes to Modifications are not authorized. Pen and ink changes to
LOAs or Amendments are only authorized prior to acceptance, and only when the changes are
minor, administrative, or corrective, such as extension of the offer expiration date or adjustment to
the initial deposit or payment date. Extensive changes and those affecting the scope or terms of
sale are made by issuance of an Amendment. As an except'oii, if the change provides for
correction of a minor arithmetic error (e.g., addition, multiplication, transposition) that will result
in either no change or a decrease to total value, DSAA will authorize pen and ink changes to LOAs,
Amendments, and Modifications not yet implemented by DFAS-DEIL Pen and ink changes to
correct minor arithmetic errors that result in an increase to the total value may be made only with
the prior concurrence of DSAA Compt FMSCRD, which will coordinate with DSAA-OPS prior to
authorization. The IA must confirm authorized pen and ink changes, prior to the expiration date,
by message or letter to the Purchaser with a copy to DFAS-DE/I and DSAA. The IA must submit
appropriate changes to the 1200 System (Chap 15) whenever a pen and ink change to the
expiration date of LOAs is authorized. Copies of LOAs, Amendments, and Modifications,
including revised TLWs if applicable, that have been altered by pen and ink changes must be
distributed to DFAS-DE/I and other organizations following Purchaser acceptance or
acknowledgement of receipt.

3. When accepted, distribution will be made in accordance with instructions in the
LOA.

4. Each SAO will immediately advise DSAA COMPT and the IA by priority message
when the LOA has been accepted or rejected. When LOAs are accepted for a foreign country or
international organization not served by an SAO, or where LOAs are often routinely signed without
direct SAO involvement, the LOA will have an annotation requiring the signature authority to
immediately notify DFAS-DE/I and the IA by message showing the acceptance date. If notice of
acceptance is not received within ten calendar days after the expiration date, the LOA, even thought
accepted, may be cancelled.

N. Central FMS Transaction Processing Activities.

AMn Actin Ado -
Department of the Army
US Army Security Assistance Command
5001 Eisenhower Avenue
Alexandria VA 22333-0001
Messages - CDR USASAC Alexandria VA//AMSAC/

Information Address -
Headquarters, Department of the Army
Directorate for Security Assistance
Washington DC 20310-0512
Messages - DA WASHINGTON DC//DALO-SA//

N Department of the Navy
Navy International Programs Office
Washington DC 20350-5000
Messages - NAVY IPO WASHINGTON DC

Ai Force Communications. Electronics. Aircraft. and

Headquarters, US Air Force (SAF/IAR)
Washington DC 20330-1000
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Follow-On SHOW r-
Air Force Materiel Command
Air Force Security Assistance Center
Wright-Patterson AFB OH 45433-5000

airn g-
Air Force Security Assistance Training Group
Randolph AFB TX 48150-5001

Defense Reutilizaion and Marketing Service
74 N. Washington Street
Federal Center
Arn: DRMS-DPDS
Battle Creek MI 49016-3412
Messages - DLA CAMERON STA VA//DLA-SCI/

Contract Administration Servce (CAS) -
Defense Contract Managment Area New York
International Logistics Office
201 Varick Street
New York NY 10014-4811
Messages - DCMAO NEW YORK NY//INTL LOG OFC/I

Defense Logistics Service Center
74 N. Washington Street
Federal Center
Atn: DLSC-FD
Battle Creek MI 49016-3412
Messages - DLSC BATILE CREEK MJ//DLSCUFD//

Caaoging Training -

Defense Logistics Agency
Atn: DLA-SC
Cameron Station
Alexandria VA 22304-6100

Defense Mapping Agency
Combat Support Center
Attn: PMSS
6001 MbicArthur Boulevard, NW
Bethesda MD 20816-5001
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United States of America
Letter of Offer and Acceptance (LOA)

[AT-P-BLZ]

Based on [AUSTDEF Itr 2/265 of 10 Apr 92]

Pursuant to the Arms Export Control Act, the Government of the United States (USG) offers
to sell to [the Government of Australia, Office of the Naval Attache, 1601
Massachusetts Ave., NW, Washington, DC 20036] the defense articles or defense
services (which may include defense design and construction services) collectively referred to as
"items," set forth herein, subject to the provisions, terms, and conditions in this LOA.

This LOA is for [Standard Missile Block VI, support items, and services.]

Estimated Cost: [$19,510,825] Initial Deposit: [$19,360,450]
Terms of Sale: [Cash prior to delivery/dependable undertaking.
Congressional notification 92-17]

This offer expires on [22 July 1992]. Unless a request for extension is made by the
Purchaser and granted by the USG, the offer will terminate on the expiration date.

This page through page [41, plus Letter of Offer and Acceptance Standard Terms and
Conditions attached, are a part of this LOA.

The undersigned are authorized representatives of their Governments and hereby offer and
accept, respectively, this LOA:

-F3Mal.92_
US Signature Date Purchaser Signature Date

[A. R. DiTrapani
Director]-

Typed Name and Title Typed Name and Tilde

rNavy International Programs Office]
Implementing Agency Agency

DSAA Date

Information to be provided by the Purchaser.

Mark For Code _, Freight Forwarder Code , Purchaser Procuring Agency
Code , Name and Address of the Purchaser's Paying Office

Table 701-1. Page 1 of [121 pages
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Explanations for acronyms and codes, and financial information, may be found in attached "Letter
of Offer and Acceptance Information."

Items to be Supplied (costs and months for delivery are estimates):

(3) (5) (6) (7)
[(1) Qty (4) SCIMOS/ Ofr Del
limn (2) Unit of costs TA or Rel TrmNk Descrnipon/Condition _IS, W 11i _dTotAL Notes f&d f&

1. B2D 141000STDMSYS(Y) 40 EA $448,732 $17,949,280 S(4) Z 8
STANDARD MISSILE TA 3
BLOCK VI (Note 1)

2. B2D 141000STDCONT(N) 347,631 X(4) A 4
CONTAINERS (Note 2) TA 4

3. MIB 020200MISSLTA(N) 150,375 X(24) A 4)
TECHNICAL SERVICES TA 4
(Note 3)

(8) Net Estimated Cost $[ 18,447,286
(9) Packing, Crating, and Handling 231,800
(10) Administrative Charge 553,419
(11) Transportation 278,320
(12) Other [specify when applicable]
(13) Total Estimated Cost 19,510,825]

To assist in fiscal planning, the USG provides the following anticipated costs of this LOA:

ESTIMATED PAYMENT' SCHEDULE

Eayment Date 1 Cumulative

[Initial Deposit $19,360,450 $19,360,450
15 Dec 92 21,483 19,381,933

15 Mar 93 21,482 19,403,415
15 Jun 93 21,482 19,424,897
15 Sep 93 21,482 19,446,379
15 Dec 93 21,482 19,467,861

15 Mar 94 21,482 19,489,343
15 Jun 94 21,482 19,510,825]

Table 701-1. Page 2 of 12] pages
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Signed Copy Distribution:

1. Upon acceptance, the Purchaser should return one signed copy of this LOA to Defense
Finance and Accounting Service (DFAS), ATTN: DEISAAC/F, Denver, CO 80279-5000.
[Simultaneously, wire transfer of the Initial Deposit should be made to: United States Treasury,
New York, NY, 021-030404, DFAS/SAAC, Agency Code 3801, showing "Payment from
Australia for AT-P-BLZ"; or, a check for the Initial deposit should accompany the signed copy of
the LOA or be sent simultaneously to DFAS, with a letter identifying the purchasing country and
the LOA identifier.]

2. One signed copy plus a copy of the letter of transmittal forwarding payment to DFAS, or other
evidence of payment, should be returned to [Department of the Navy, Navy International
Programs Office, Washington, DC 20350-5000].

Questions may be directed to Mr. Baillie, Navy IPO 049, DSN 222-0704, CML (703) 692-0704.

LETTER OF OFFER AND ACCEPTANCE STANDARD TERMS AND CONDITIONS, attached
following page [41, are a part of this LOA. The following terms and conditions also apply:

[Note 1. The configuration of the Standard Missile will be specified in NAVSEA Drawing Number
S246986-13. The missile and its components are classified. All missiles will be issued from stock in
Condition Code A and configured with the MK 45 MOD 6 target detecting device. A listing of the
exact configuration with ORDALTS and the remaining service life of each component, if
applicable, will be provided prior to delivery. The dual thrust rocket motors have a remaining
service life of ten years. USN assets will be replaced in kind from procurement. The estimated cost
is based on the contract cost, including management of the replacement procurement. The
expected delivery date is 30 November 1992.

Note 2. Containers are being provided for shipment and storage of item 1 defense articles based
on documented requests from the Purchaser.

Note 3. This includes initial estimated USN or contractor engineering support related to the LOA
such as performing technical reviews, analyzing firing data, and answering general technical
queries. Specifics will be defined in program management meetings.

Note 4. The Offer expiration date allows less than the normal time for review in order to meet the
contract award date for the replacement procurement.

Note 5. The Purchaser will be charged for the use of USG sponsored (Government Bill of Lading)
transportation services for items which are classified Confidential or are explosive. This is effective
for Offer/Release Code Z and Delivery Term Code 8 items. Items other than classified or
hazardous will be shipped Collect Commercial Bill of Lading to applicable freight forwarders.

Note 6. The projected LOA closure date is March 2000.

Note 7. This LOA will be implemented under the Standard Accounting and Reporting System
(STARS).

Table 701-1. Page 3 of [ 12] pages
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Note &. The Purchaser may cancel this LOA upon request to the Implementing Agency; however,
an administrative charge that equals one-half of the applicable administrative charge rate times
the ordered LQ)A value, which Is earned on acceptance, or the applicable administrative charge
rate times the actual LOA value at closure, whichever is higher, may be assessed if cancelled after
Implementation.

Note 9. The USG is a self-insurer, and In this connection your attention Is invited to Standard
Terms and Conditions Section 5.3. The US Department of Defense shall employ the same
Inspection procedures for this ammunition as would be used In the procurement of this type of
ammunition for itself. Lot production of ammunition, however, carries risks associated with the
ammunition's performance. This risk is assumed by the USG In procurement for Its own use, and
this risk is also assumed by the Purchaser In procurement for its use under this LOA.
Accordingly, rmanclal restitution will not be made for claims made on SF 364, Report of
Discrepancy (ROD) (see Standard Terms and Conditions Section 5.4) for ammunition deficiencies
unless such claims involve damage due to USG actions with respect to packing, crating, handling,
or transportation, or unless the USG can obtain equal restitution from its contractor.)
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LETTER OF OFFER AND ACCEPTANCE STANDARD TERMS AND CONDITIONS

Section
I Conditions - United States Government (USG) Obligations
2 Conditiom - General Purchaser Agreements
3 Indemnificatio and Assumption of Risks
4 Financial Terms and Conditions
5 Truisprtation and Disceancy Provisionm
6 Waarinies
7 Dispute Resolution

1 Conditions - United States Government (USG) Obligations

1.1 Unless otherwise specified, items will be those which ae standard to the US Department of Defense (DoD),
without regard to make or model.

1.2 The USG will furnish the items from its stocks and resources, or will pcumr them under tem and conditions
consistent with DoD regulations and procedures. When procwug for the Purchaser, DoD will, in general, employ
the same contract clauses, the same contract administration, and the same quality and audit inspection procedures as
would be used in procuring for itself, except as otherwise requested by the Purchaser and as agreed to by DoD and set
forth in this LOA. Unless the Purchaser has requesmd, in writing, that a sole soure contractor be designated, and
this LOA reflects acceptance of such designation by DoD, the Purchaser understands that selection of the contractor
source to fill requrements is the responsibility of the USG, which will select the contractor on the same basis used
to select counractors for USG requirements. Further, the Purchaser agrees that the US DoD is solely responsible for
negotiating the terms and conditions of contracts necessary to fufill the requirements in this LWA.

1.3 The USG will use its best efforts to provide the items for the dollar amount and within the availability cited.

IA Under unusual and compelling circumstances, when the national interest of the US requires, the USG reserves
the right to cancel or suspend all or part of this LOA at any time prior to the delivery of defense articles or
perlfonance of defense services. The USG shall be responsible for termination costs of its suppliers resulting from
cancellation or suspension under this section. Termination by the USG of its contracts with its suppliers, other
actions pertaining to such contracts, or cessation of deliveries or performance of defense services is not to be
construed as cancellation or suspensmi of this LOA itself under this section.

1.5 US personnel performing defense services under this LOA will not perform duties of a combatant nature,
including duties relating to training and advising that may engage US personnel in combat activities outside the US,
i connection with the performance of these defense services.

1.6 The assignment or employment of US personnel for the performance of this LOA by the USG will not take
into account race, religion, national origin, or sex.
1.7 Unless otherwise specified, this LOA may be made available for public inspection consistent with the national

security of the United States.

2 Conditions - General Purchaser Agreements

2.1 The Purchaser may cancel this LOA or delete items at any time prior to delivery of defense articles or
performance of defense services. The Purchaser is responsible for all costs resulting from cancellation under this
section.

2.2 The Purchaser agrees, except as may otherwise be mutually agreed in writing, to use the defense articles sold
heruinder only:
2.2.1 For purposes specified in any Mutual Defense Assistance Agreement between the USG and the Pumchase,
2.2.2 For purposes specified in any bilateral or regional defense treaty to which the USG and the PiuchaseK are both
parties, if section 2.2.1 is inapplicable; or,
2.2.3 For internal security, individual self-defense, or civic action if sections 2.2.1 and 2.22 are inavplicable.
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23 The Purchaser will not transfer title to, or possession of, the defense articles, components and associated support
material, related training or other defense services (including plans, specifications, or information), or technology
furnished under this LOA to anyone who is not an officer, employee, or agent of the Purchaser (excluding
transportation agencies), and shall not use or permit their use for purposes other than those authorized, unless the
written consent of the USG has first been obtained. The Purchaser will ensure, by all means available to it, respect
for proprietary rights in any items and any plans, specifications, or information furnishAe, whether patented or not.
The Purchaser also agrees that the defense articles offered will not be transferred to Cyprus or otherwise used to
further the severance or division of Cyprus, and recognizes that the US Congress is required to be notified of any
substantial evidence that the defense articles sold in this LOA have been used in a manner which is inconsistent with
this provision.

2.4 To the extent that items, including plans, designs, specifications, technical data, or information, furnished in
connection with this LA may be classified by the USG for security purposes, the Purchaser certifies that it will
maintain a similar classification and employ measures necessary to preserve such security, equivalent to those
employed by the USG and commensurate with security agreements between the USG and the Purchaser. If such
security agreements do not exist, the Purchaser certifies that classifed items will be provided only to those
individuals having an adequate security clearance and a specific need to know in order to carry out the LOA program
and that it will promptly and fully inform the USG of any compromise, or possible compromise, of US classified
material or information furnished pursuant to this LOA. The Purchaser further certifies that if a US classified item
is to be furnished to its contractor pursuant to this LOA. (a) items will be exchanged through official government
channels, (b) the specified contractor has been granted a facility security clearance by the Purchaser at a level at least
equal to the classification level of the US information involved, (c) all contractor personnel requiring access to such
items have been cleared to the appropriate level by the Purchaser, and (d) the Purchaser will assume responsibility for
administering security measures while in the contrctor's possession. If a commercial transportation agent is to be
used for shipment, the Purchaser certifies that such agent has been cleared at the appropriate level for handling
classified items. These measures will be maintained throughout the period during which the USG may maintain
such classification. The USG will use its best efforts to notify the Purchaser if the classification is changed.

3 Indemnification and Assumption of Risks

3.1 The Purchaser recognizes that the USG will procure and furnish the items described in this LOA on a non-
profit basis for the benefit of the Purchaser. The Purchaser therefore undertakes to indemnify and hold the USG, its
agents, officers, and employees harmless from any and all loss or liability (whether in tort or in contract) which
might arise in connection with this LOA because of:
3.1.1 Injury to or death of personnel of Purchaser or third parties, or
3.1.2 Damage to or destruction of (a) property of DoD furnished to Purchaser or suppliers specifically to
implement this LOA, (b) property of Purchaser (including the items ordered by Purchaser pursuant to this LOA,
before or after passage of title to Purchaser), or (3) property of third parties, or
3.1.3 Infringement or other violations of intellectual property or technical data rights.

3.2 Subject to express, special contractual warranties obtained for the Purchaser, the Purchaser agrees to relieve the
contractors and subcontractors of the USG from liability for, and will assume the risk of, loss or damage to:
3.2.1 Purchaser's property (including items procured pursuant to this LOA, before or after passage of title to
Purchaser), and
3.2.2 Property of DoD furnished to suppliers to implement this LOA, to the same extent that the USG would
assume for its property if it were procuring for itseh the items being procured.

4 Financial Terms and Conditions

4.1 The prices of items to be procured will be billed at their total cost to the USG. Unless otherwise specified, the
cost of items to be procured, availability determination, payment schedule, and delivery projections quoted are
estimates based on the best available data. The USO will use its best efforts to advise the Purchaser or its authorized
representatives of:
4.1.1 Identifiable cost increases that might result in an overall increase in the estimated costs in excess of ten
percent of the total value of this LOA,
4.1.2 Changes in the payment schedule, and
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4.1.3 Delays which might significantly affect estimated delivery dates. USG failure to advise of the above will not
change the Plrchasefs obligation under all subsections of section 4.4.

4.2 The USG will refund any payments received for this LOA which prove to be in excess of the final total cost of
delivery and perfomance and which are not required to cover uiearages on other LOAs of the Purchaser.

4.3 Pwchaser failure to make timely payments in the amounts due may result in delays in contract performance by
DoD contractors, claims by contractors for increased costs, claims by contractors for termination liability for breach
of contract, claims by USG or DoD contractors for storage costs, or termination of contracts by the USG under this
or other open Letters of Offer and Acceptance of the Purchae at the Purchasers expense.

4A The Purchaser agrees:
4.4.1 To pay to the USG the total cost to the USG of the items even if costs exceed the amounts estimated in this
LOA.
4.4.2 To make payment(s) by check or wire transfer payable in US dollars to the Treasurer of the United States.
4.4.3 If Terms of Sale specify "Cash with acceptance", to forward with this LOA a check or wire transfer in the
full amount shown as the estimated Total cost, and agrees to make additional payment(s) upon notification of cost
increase(s) and request(s) for funds to cover such increase(s).
4.4.4 If Terms of Sale specify payment to be "Cash prior to delivery", to pay to the USG such amounts at such
times as may be specified by the USG (including initial deposit) in order to meet payment requirements for items to
be furnished from the resources of DoD. USG requests for funds may be based on estimated costs to cover forecasted
deliveries of items. Payments are required 90 days in advance of the time DoD plans such deliveries or incurs such
expenses on behalf of the Purchaser.
4.4.5 If Terms of Sale specify payment by "Dependable undertaking", to pay to the USG such amounts at such
times as may be specified by the USG (including initial deposit) in order to meet payments required by contracts
under which items are being procured, and any damages and costs that may accrue from termination of contracts by
the USO because of Purchaser's cancellation of this LOA. USG requests for funds may be based upon estimated
requirements for advance and progress payments to suppliers, estimated termination liability, delivery forecasts, or
evidence of constructive delivery, as the case may be. Payments are required 90 days in advance of the time USG
makes payments on behalf of the Purchaser.
4.4.6 If Terms of Sale specify "Payment on delivery", that bills may be dated as of the date(s) of delivery of the
items, or upon forecasts of the date(s) thereof.
4.4.7 That requests for funds or billings are due and payable in full on presentation or, if a payment date is
specified in the request for funds or bill, on the payment date so specified, even if such payment date is not in accord
with the estimated payment schedule, if any, contained in this LOA. Without affecting Purchaser's obligation to
make such payment(s) when due, documentation concerning advance and progress payments, estimated termination
liability, or evidence of constructive delivery or shipment in support of requests for funds or bills will be made
available to the Purchaser by DoD upon request. When appropriate, the Purchaser may request adjustment of any
questioned billed items by subsequent submission of discrepancy reports, Standard Form 364.
4.4.8 To pay interest on any net amount by which it is in arrears on payments, determined by considering
collectively all of the Purchaser's open LOAs with DoD. Interest will be calculated on a daily basis. The principal
amount of the arrearage will be computed as the excess of cumulative financial requirements of the Purchaser over
total cumulative payments after quarterly billing payment due dates. The rate of interest paid will be a rate not less
than a rate determined by the Secretary of the Treasury taking into consideration the current average market yield on
outstanding short-term obligations of the USG as of the last day of the month preceding the net arrearage and shall
be computed from the date of net arrearage.
4.4.9 To designate the Procuring Agency and responsible Paying Office and address thereof to which the USG will
submit requests for funds and bills under this LOA.

S Transportation and Discrepancy Provisions

5.1 The USG agrees to deliver and pass title to the Purchaser at the initial point of shipment unless otherwise
specified in this LOA. With respect to items procured for sale to the Purchaser, this will normally be at the
manufacturer's loading facility; with respect to items furnished from USG stocks, this will normally be at the US.
depot. Articles will be packed, crated, or otherwise prepared for shipment prior to the time title passes. If "Point of
Delivery" is specified other than the initial point of shipment, the supplying US Department or Agency will arrange
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movement of the articles to the authorized delivery point as a reimbursable service but will pass tide at the initial
point of shipment. The USG disclaims any liability for damage or loss to the items incurred after passage of title
irespective of whether transportation is by common carrier or by the US Defense Transortation System.

5.2 The Purchaser agrees to furnish shipping instructions which include Mark For and Freight Forwarder Codes
based on the Offer/Release Code.

5.3 The Purchaser is responsible for obtaining insurance coverage and customs clearances. Except for articles
exported by the USG, the Purchaser is responsible for ensuring that export licenses are obtained prior to export of
US defense articles. The USG incurs no liability if export licenses are not granted or they are withdrawn before
items are exported.

5.4 The Purchaser agrees to accept DD Forms 645 or other delivery docunents as evidence that title has passed and
itenis have been delivered. Tide to defense articles transportad by parcel post passes to the Purchaser at the time of
parcel post shipment. Standard Form 364 will be used in submitting claims to the USG for overage, shortage,
damage, duplicate billing, item deficiency, improper identification, improper documentation, or non-shipment of
defense articles and non-performance of defense services and will be submitted promptly by the Purchaser. DoD will
not accept claims related to items of $200. or less for overages, shortages, damages, non-shipment, or non-
performance. Any claim, including a claim for shortage (but excluding a claim for nonshipmentnonreceipt of an
entire lot), received after one year from passage of title to the article or from scheduled performance of the service
will be disallowed by the USG unless the USG determines that unusual and compelling circumstances involving
latent defects justify consideration of the claim. Claims, received after one year from date of passage of title or
initial billing, whichever is later, for nonshipmentLhonreceipt of an entire lot will be disallowed by the USG. The
Purchaser agrees to return discrepant articles to USG custody within 180 days from the date of USG approval of such
return.

6 Warranties

6.1 The USG does not warrant or guarantee any of the items sold pursuant to this LOA except as provided in
section 6.1.1. DoD contracts include warranty clauses only on an exception basis. If requested by the Purchaser, the
USG will, with respect to items being procured, and upon timely notice, attempt to obtain contract provisions to
provide the requested warranties. The USG further agrees to exercise, upon the Purchaser's request, rights (including
those arising under any warranties) the USG may have under contracts connected with the procurement of these
items. Additional costs resulting from obtaining special contract provisions or warranties, or the exercise of rights
under such provisions or warranties, will be charged to the Purchaser.
6.1.1 The USG warrants the title of items sold to the Purchaser hereunder but makes no warranties other than those
set forth herein. In particular the USG disclaims liability resulting from infringement or other violation of
intellectual property or technical data rights occasioned by the use or manufacture outside the US by or for the
Purchaser of items supplied hereunder.
6.1.2 The USG agrees to exercise warranties on behalf of the Purchaser to assure, to the extent provided by the
warranty, replacement or correction of such items found to be defective, when such materiel is procured for the
Purchaser.

6.2 Unless the condition of defense articles is identified to be other than serviceable (for example, "As is"), DoD
will repair or replace at no extra cost defense articles supplied from DoD stocks which are damaged or found to be
defective in respect to material or workmanship when it is established that these deficiencies existed prior to passage
of tide, or found to be defective in design to such a degree that the items cannot be used for the purpose for which
they were designed. Qualified representatives of the USG and of the Purchaser will agree on the liability hereunder
and the corrective steps to be taken.

7 Dispute Resolution

7.1 This LOA is subject to US Federal procurement law.

7.2 The USG and the Purchaser agree to resolve any disagreement regarding this LOA by consultations between the
USG and the Purchaser and not to refer any such disagreement to any international trimbunal or third party for
settlement.
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LETTER OF OFFER AND ACCEPTANCE INFORMATION

1. GENERAL. This provides basic information pertaining to the LOA for US and Purchaser use.
Additional information may be obtained from the Security Assistance Management Manual, DOD
5105.38-M, the in-country Security Assistance Office, the DSAA Country Director, or from the
implementing agency.

2. INFORMATION ENTERED BY THE USG.

a. Terms of Sale, and Purchaser responsibilities under those Terms, are described on the LOA.
A fist of all Terms of Sale, with explanations for each, are shown in DOD 5105.38-M.

b. Description/Condition. The item description consists of coding for use in US management
of the LOA (starting with Generic/MASL and MDE "(Y)" or non-MDE "(N)" data such as that in
DOD 5105.38-M, Appendix D) plus a short description of what is to be provided. When items are
serviceable, Code "A" (new, repaired, or reconditioned material which meets US Armed Forces
standards of serviceability) may be used; otherwise, Code "B" (unserviceable or mixed condition
without repair, restoration, or rehabilitation which may be required) may be used. In some instances,
reference to a note in the Terms and Conditions may complement or replace these codes.

c. The Unit of Issue is normally "EA" (each, or one; for example, 40 EA) or blank (unit of
issue not applicable; for example, services or several less significant items consolidated under one
LOA Item Number). When blank, a quantity or Unit Cost is not shown.

d. The Source Code (SC) in the Articles or Services to be Supplied Section is one or more of
the following:

S - Shipment from DoD stocks or performance by DoD personnel
P - From new procurement
R - From rebuild, repair, or modification by the USG
X - Mixed source, such as stock and procurement, or undetermined
E - Excess items, as-is
F - Special Defense Acquisition Fund (SDAF) items

e. Availability leadtime cited is the number of months (MOS) estimated for complete delivery
of defense articles or performance of defense services. The leadtime starts with Acceptance of this
Offer, including the conclusion of appropriate financial arrangements, and ends when items are made
available to transportation.

f. Type of Assistance (TA) Codes are as follows:
3 - Source Code S, R, or E; based on Arms Export Control Act (AECA) Section 21(b).
4 - Source Code X; AECA Sections 21(b), 22(a), 29, or source undetermined.
5 - Source Code P; AECA Section 22(a).
6 - Source Code S, R, or E, payment on delivery; AECA Section 2 1(d).
7 - Source Code P, dependable undertaking with 120 days payment after delivery; AECA

Section 22(b).
8 - Source Code S, R, or E, stock sales with 120 days payment after delivery; AECA

Section 21(d).
M - MAP Merger, Foreign Assistance Act (FAA) Section 503(a)(3).
N - FMS Credit (Nonrepayable); AECA Sections 23 or 24.
U - Source Code P; Cooperative Logistics Supply Support Arrangement (CLSSA)
Foreign Military Sales Order (FMSO) I.
V - Source Code S; CLSSA FMSO II stocks acquired under FMSO I.
Z - FMS Credit; AECA Sections 23 or 24.
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g. Training notes: AP - Annual training program; SP - Special training designed to support
purchases of US equipment; NC - This offer does not constitute a commitment to provide US
training; SC - US training concurrently being addressed in separate LOA; NR - No US training is
required in support of this purchase.

h. Offer Release Codes (Ofr Rel Cde) and Delivery Term Codes (Del Trm Cde) below may
also be found in DOD 4500.32-R, MILSTAMP, Appendix M, Figure M-1. The following Offer
Release Codes also pertain to release of items for shipment back to Purchaser on repair LOAs:

A - Freight and parcel post shipments will be released automatically by the slipping activity
without advance notice of availability.

Y - Advance notice is required before release of shipment; but shipment can be released
automatically if release instructions are not received by shipping activity within 15 calendar days.
Parcel post shipments will be automatically released.

Z - Advance notice is required, before release of shipment Shipping activity will follow-up
on the notice of availability until release instructions are furnished. Parcel post shipments will be
automatically released.

X - The Implementing Agency (IA) and country representative have agreed that the:

-- IA will sponsor the shipment to a country address. Under this agreement, the
Freight Forwarder Code must also contain X and a Customer-within-Country (CC) Code must be
entered in the Mark For Code on the front page of the LOA. The MAPAD must contain the CC
Code and addresses for each type of shipment (parcel post or freight).

-- Shipments are to be made to an assembly point or staging area as indicated by clear
instructions on exception requisitions. Under this agreement, the Freight Forwarder Code must
contain W. A Mark For Code may be entered in the Mark For Code space on the front page of the
LOA and the MAPAD must contain the Mark For Code if the Mark For Address is to be used on the
shipment to the assembly point or staging area.

i. For the following Delivery Term Codes, DoD delivers:
2 - To a CONUS inland point (or overseas inland point when the origin and destination are

both in the same geographic area)
3 - At the CONUS POE alongside the vessel or aircraft
4 - Not applicable (Purchaser has full responsibility at the point of origin. Often forwarded

collect to country freight forwarder.)
5 - At the CONUS POE on the inland carrier's equipment
6 - At the overseas POD on board the vessel or aircraft
7 - At the overseas inland destination on board the inland carrier's equipment
8 - At the CONUS POE on board the vessel or aircraft
9 - At the overseas POD alongside the vessel or aircraft

Delivery Term Codes showing DoD transportation responsibility for repair LOAs are shown below.
The LOA will provide a CONUS address for each item identified for repair. The customer must
assure this address is shown on all containers and documentation when materiel is returned.

A - From overseas POE through CONUS destination to overseas POD on board the vessel or
aircraft

B - From overseas POE through CONUS destination to CONUS POE on board the vessel or
aircraft

C - From CONUS POD on board the vessel or aircraft through CONUS destination to
CONUS POE on board the vessel or aircraft

D - From CONUS POD on board the vessel or aircraft through the CONUS destination to
overseas POD on board the vessel or aircraft

E - Not applicable (Purchaser has complete responsibility.)
"F - From overseas inland point through CONUS destination to overseas inland destination
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* - From overseas POE through CONUS destination to overseas POD alongside vessel or
aircraft

H - (For classified items) From CONUS inland point to CONUS POE alongside vessel or
aircraft

J - (For classified cryptographic items) From CONUS inland point to overseas inland
destination

3. INFORMATION TO BE ENTERED BY THE PURCHASER. Mark For and Freight
Forwarder Codes are maintained in the Military Assistance Program Address Directory (MAPAD),
DOD 4000.25-8. The Purchaser Procuring Agency should show the code for the Purchaser's
Army, Navy, Air Force, or other agency which is purchasing the item(s). The Name and Address of
the Purchaser's Paying Office is also required.

a. Mark For Code. This Code should be entered for use in identifying the address of the
organization in the Purchaser country which is to receive the items. This includes return of items
repaired under an LOA.

(1) This address will be added by the US DoD to the Ship To address on all freight
containers. It will also appear on items forwarded by small parcel delivery service, including parcel
post. The address should include the port of discharge name and designator (water or air); country
name, country service name, street, city, state or province, and (if applicable) in-country zip or similar
address code.

(2) Shippers are not authorized to apply shipment markings. If codes and addresses are
not published, containers will be received at the freight forwarder or US military representative in-
country unmarked for onward shipment with resultant losses, delays, and added costs. The USG will
sponsor shipment of this materiel to FOB US point of origin.

b. Freight Forwarder Code. When Offer Release Code X applies, Code X or W, discussed

under Offer Release Code X above, must be entered.

4. FINANCIAL.

a. The method of financing is shown in the LOA, Amendment, or Modification. The initial
deposit required with Purchaser signature of the LOA is an integral part of the acceptance.

b. LOA payment schedules are estimates, for planning purposes. DFAS (SAAC) will request
payment in accordance with the payment schedule unless DoD costs, including 90-day forecasted
requirements, exceed amounts required by the payment schedule. When this occurs, the US will use
its best efforts to provide a new schedule via LOA Modification at least 45 days prior to the next
payment due date. The Purchaser is required to make payments in accordance with quarterly DD
Forms 645 issued by DFAS regardless of the existing payment schedule.

c. The DD Form 645 serves as the bill and statement of account. An FMS Delivery Listing,
identifying items physically or constructively delivered and services performed during the billing
period, will be attached to the DD Form 645. DFAS forwards these forms to the Purchaser within 45
days before payments are due and Purchasers must forward payments in US dollars to the USG in
time to meet prescribed due dates. Costs in excess of amounts funded by FMF agreements must be
paid by the Purchaser. Quv•stions concerning the content of DD Forms 645 and requests for billing
adjustments should be submitted to the Defense Finance and Accounting Service (SAAC/FS), Lowry
AFB, CO 80279-5000.

d. The preferred method for forwarding cash payments is by bank wire transfer to the
Department of the Treasury account at the Federal Reserve Bank of New York using the standard
federal reserve funds transfer format. Wire transfers will be accepted by the Federal Reserve System
(FRS) only from banks that are members of the FRS, therefore, non-US banks must go through a US
correspondent FRS member bank. The following information is applicable to cash payments:
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Wire transfer--
United States Treasury
New Yoe., New York
021-030-004
DFAS/SAAC
Agency Code 3801
Payment from (country or international organization) for

Letter of Offer and Acceptance (Idenm ler at
the top of the first page of the LOA)

Check mailing address--
Defense Finance and Accounting Service (DFAS)
DF/SAAC/F
Denver, CO 80279-5000

e. To authorize payments from funds available under FMF loan or grant agreements, the
Purchaser may be required to submit a letter of request to the Defense Finance and Accounting
Service (DFAS/DE-FCC), Denver, Colorado 80279-5000. Purchasers should consult applicable FMF
agreements for explicit instructions. Questions pertaining to the status of FMF financing and
balances should be directed to DSAA-COMPT-FMD.

f. Payments not received by DFAS (SAAC) by the due date may be subject to interest charges
as outlined in paragraph 4.4.8 of the LOA Standard Terms and Conditions.

g. The values on the LOA are estimates. The final amount will be equal to the cost to the
USG. When deliveries are made and known costs are billed and collected, SAAC will provide a "Final
Statement of Account" which will summarize final costs. Excess funds will be available to pay unpaid
billings on other statements or distributed as agreed upon between the Purchaser and the Comptroller,
DSAA.

h. The Purchaser may cancel this LOA upon request to the implementing agency. An
administrative charge that equals one-half of the applicable administrative charge rate times the
ordered LOA value, which is earned on LOA acceptance, or the applicable administrative charge rate
times the actual LOA value at closure, whichever is higher, may be assessed if this LOA is cancelled
after implementation.

5. CHANGES TO THE LOA. Changes may be initiated by the USG or by requests from the
Purchaser. After acceptance of the basic LOA, these changes will take the form of Amendments or
Modifications.

a. Amendments encompass changes in scope, such as those which affect the type or number
of significant items to be provided. Amendments require acceptance by the USG and the Purchaser
in the same manner as the original LOA.

b. Modifications include changes which do not constitute a change in scope, such as increases
or decreases in estimated costs or delivery schedule changes. Modifications require signature only to
acknowledge receipt by the Purchaser.

c. When signed, and unless alternate instructions are provided, copies of Amendments and
Modifications should be given the same US distribution as the basic LOA.

d. Requests for changes required prior to acceptance by the Purchaser should be submitted to
the implementing agency for consideration. See DOD 5105.38-M, section 70105.M.2.

6. CORRESPONDENCE. Questions or comments regarding this LOA should identify the
Purchaser request reference and the identification assigned by the implementing agency within DoD.
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TABLE 701-2
Sample Termination Liability Worksheet /-

LOAdentification: XX - B- UAB Date: .2.Jan..9
(Country, Agency, Case Designator)

(a) (b) (c) (d) (e) (M
Estimated Termination

Liability/
Payment Total Payment Disbursements Contractor
Holdback
Date Otr Cum Otr Cum Otr Cum

Initial
Deposit 352,000 352,000 352,000 352,000 0 0

15Jun92 864,000 1,216,000 499,200 851,200 364,800 364,800

15Sep92 1,376,000 2,592,000 833,600 1,684,800 542,400 907,200

15Dec92 2,112,000 4,704,000 1,372,800 3,057,600 739,200 1,646,400

15Mar93 3,008,000 7,712,000 1,955,200 5,012,800 1,052,800 2,699,200

15Jun93 4,000,000 11,712,000 2,951,360 7,964,160 1,048,640 3,747,840

15Sep93 4,768,000 16,480,000 4,066,240 12,030,400 701,760 4,449,600

15Dec93 5,024,000 21,504,000 5,602,880 17,633,280 (578,880) 3,870,720

15Mar94 4,512,000 26,016,000 6,561,600 24,194,880 (2,049,600) 1,821,120

15Jun94 3,264,000 29,280,000 4,499,520 28,694,400 (1,235,520) 585,600

15Sep94 1,888,000 31,168,000 2,473,600 31,168,000 (585,600) 0

15Dec94 832,000 32,000,000 832,000 32,000,000 0 0

Notes: (a) Columns a and b must be identical to payment schedule in LOA financial annex.
(b) Column a= c + e.
(c) Column b = d + f.
(d) At end of worksheet, column b = column d, column f must be zero.
(e) In initial deposit, columns e and f are zero unless contract will be let before first

scheduled payment
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TABLE 701-3
Supplementary Information for Letters of Offer
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TABLE 701-4
LOA Preparation Checklist

Validation
Action
Officer Service DSAA

(Ltaw Name, (Last Name, (stN e
Item Phone, Date) Phone, Date) Phone, Dade

Mode and destination of shipments

Delivery Schedule of items

Personnel movement to and from country

Qualifications of Pricing and Availability Data
Agreements to safeguard status of USG or
contractor personnel in-country
Statement of facilities, services, or personnel
to be provided by purchaser
Separate International Agreement or detailed
Statement of Work

Schedule of Personnel Training

Logistical Information

Explanation of condition of equipment

Identification of equipment supportable

Description of Services to be provided

Description of components of pricing

Responsbility for initiation of requisitions

Indemnification and assumption of risk

Payment schedules

Financial analysis

Remarks:
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TABLE 701-5
Additional Terms and Conditions

[Aircraft Movement]

The following may be consolidated as one note on the LOA, as considered appropriate by the IA.

A. The USG will provide for movement of aircraft to point of delivery specified in this LOA.

*B. In order to carry out the purpose of this LOA, the USG will accept tide to the aircraft froma the
contractor, and tide to the aircraft will remain with the USG until arrival-at the point of
delivery, at which time title passes to the Purchaser.

*C. The aircraft will be marked with appropriate USG markings. The Purchaser is liable for the
cost of placing such markings on the aircraft and is responsible for removing such markings
upon passage of tide to the Purchaser.

D. The USG will not be subject to or held liable for any import fees, duties, or other charges
levied by the Purchaser.

E. Date of delivery to destination will be contingent upon the receipt of necessary overflight and
other clearances.

F. The Purchaser is liable for all enroute costs including, but not limited to, any maintenance
required to insure that the aircraft are in a safe condition, in accordance with current USG
regulations, prior to flight.

G. It is agreed that there will normally be no USG/Purchaser splits in crews. Any USG/Pur-
chaser split in crew composition must be approved by based upon a
request submitted by the Purchaser setting forth the reasons for the request, the desired crew
composition, and the aircraft qualifications of proposed crew members of the Purchaser. If
split crews are used, the aircraft commander must be an officer of the USG who will have
command and control over the aircraft. If more than one aircraft is being ferried, the
designated flight leader will be an officer of the USG and will have command and control over
all aircraft.

*When the USG is to ferry Purchaser-owned aircraft, replace B. and C. above with the following:

B. In order to carry out the purpose of this LOA, the Purchaser grants the USG possession of the
aircraft. The tide to the aircraft will remain with the Purchaser.

C. The aircraft will be marked with appropriate USG markings. The Purchaser is liable for the
cost of placing such markings on the aircraft and is responsible for removing such markings.
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TABLE 701-6
Additional Terms and Conditions

Transportation and Services

The following may be consolidated as one note on the LOA, as considered appropriate by the IA.

A. USG agrees to provide, transportation services for the items identified in this LOA to the Point
of Delivery. Purchasers property will be transported at the Purchaser's risk.

B. Purchaser will accept USG delivery listings as the basis for billing and proof of shipment.

C. Purchaser will accept responsibility for clearance of materiel through its customs at the POD,
and for movement of the materiel from its POD to the ultimate in-country destination.

D. Purchaser will appoint a duly authorized official to accept and sign for materiel at the POD,
and submit outturn message and report.

E. Purchaser will absorb losses of materiel the USG does not in fact recover from an independent
carrier or handler, including where the USG is self-insured.

F. Purchaser will self-insure such shipments, or obtain commercial insurance without any right
of subrogation of any claim against the United States.

G. The USG will assist the Purchaser in processing any claims that may arise for lost or damaged
shipments, in the same manner it processes claims for USG-owned materiel. Collection of
revenue, if any, resulting from approved claims will be credited to the Purchaser's account.

H. If the Purchaser proposes to take delivery and custody of the classified material in the US and
use its own facilities and transportation for onward shipment to its territory, the Implementing
Agency (IA), in coordination with the Purchaser, will develop a transportation plan as outlined
in the Security Assistance Management Manual, Chapter 5, Section 503, Table 503-4.
Further, the Purchaser agrees to notify the IA of any changes as they occur to the
transportation plan. The Purchaser will be notified of the approval or disapproval of the
changes. If disapproved, the Purchaser will be notified of the reason for disapproval and,
when possible, changes that would be acceptable to the USG. As an alternative, the USG will
ship the classified materiel by the Defense Transportation Service.
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The brackets below show provisions which typically would be applicable to USG commercial
contractor (including subcontractor) or to military and civilian USG personnel.

A. Passports, Visas, Licenses, and Permits.

1. [USG, Contractor] Cost and delivery estimates herein anticipate the Government of
[country] (GO) [e.g., Government of Turkey (GOT)] will, within the framework of the laws of
GO_, ensure the timely issuance of work, entry, or exit visas; work, vehicle operator, residence,
or in-country travel permits; and any other appropriate licenses or permits required of the
personnel, including dependents, to carry out this effort.

2. [Contractor] The US contractor shall be responsible for timely and complete submittal of
the necessary information and forms directly to the appropriate GO- agency for the required
passports, visas, licenses, or permits. The contractor shall be responsible for the sponsorship of
its employees and their dependents and shall process said permits directly with the appropriate
GO_ agency.

B. Access. [USG, Contractor] Cost and delivery schedules herein anticipate that US personnel
in [country] will be authorized, at no cost, reasonable access to all data, plans, reports, or other
information and all existing and proposed offices, sites, and areas within [country] as required to
accomplish this effort.

C. Export of Data. [Contractor] US personnel shall not be required or expected to deliver to the
Government of [country], nor to any person or entity not a citizen of the United States of America,
any technical data produced or utilized under this LOA until the Government of [country] has been
furnished with clear evidence that such delivery of the data is (1) approved by the US State
Department pursuant to the International Traffic in Arms Regulation, or (2) approval is not
required.

D. Taxes, Duties, and Charges for Doing Business. [Contractor] The contract(s) implementing
this LOA will include the clause entitled "Taxes-Foreign Fixed-Price Contracts (Jan 1991)" set
forth in Federal Acquisition Section 52.229-6; therefore, price and delivery estimates within this
LOA anticipate the following-

1. Property, materiel, equipment, household furniture, appliances, and supplies imported
into [country] by contractor exclusively for use in support of the contractor and its personnel and
consigned and marked as required or approved by the USG will be exempt from import and export
duties, taxes, licenses, excises, imposts, and any other identifiable charges. The contractor will
maintain any inventory control and accounting system adequate to reflect the usage and disposition
of all contractor-owned property which has entered [country] duty-free under this LOA.

2. The GO-, its agencies, and political subdivisions will levy no taxes or fees (including
taxes on individual or corporate income or property, customs and import duties, or other taxes on
employee personal household goods, supplies and personal effects imported into [country] for
personal use) on the contractor, its employees, or the dependents of such employees.

Table 701-7. Sample Terms and Conditions - Personnel Related Costs (Page I of 2) **
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3. If any charges under D.I or D.2 are imposed by the GO-, costs thereby incurred by the
contractor will be reimbursed to the contractor at cost, including applicable overhead and General
and Administrative, but excluding profit, out of national funds to be provided by the GO_ under
this LOA.

E. Security. [USG, contractor] Price and delivery estimates anticipate that the Purchaser will
provide adequate security to protect personnel and property associated with this LOA and located
on Purchaser military bases, installations, or other designated work sites.

Table 701-7. Sample Terms and Conditions - Personnel Related Costs (Page 2 of 2)

701-30 Change No. 6, 10 May 1994



DOD 5105.38-M

As of 15 May 1992, the United States has entered into formal SOFAs with the following
countries, the existence of the SOFA itself being unclassified:

COUNTRIES HAVING A FORMAL SOFA WITH THE UNITED STATES
[Numerical references are to the published Treaties and Other International

Act Series (T.LAS.) of the Department of State]

Antigua and Barbuda (9054)
Australia (5349)
Italy (2846)
Bahamas
Bahrain (8632)
Belgium (2846)
Canada (2846, 3074)
Denmark (2846, 4002)
Diego Garcia [with the United Kingdom] (6196, 8230)
Dominican Republic
Egypt (10238)
Federated States of Micronesia [in Compact with US] 1 France (2846)
Germany (2846, 5351, 5352, 7759)
Greece (2846, 3649)
Honduras
Iceland (2295)
Japan (4510)
Korea (6127)
Luxembourg (2846)
Marshall Islands [in Compact with US] 1 again
The Netherlands (2846, 3174)
New Zealand (4151)
Norway (2846, 2950)
Panama (10032)
Papua New Guinea
Philippines (1775, 5851, 9224, 10585)
Portugal (2846) [Lajes Agreement is unpublished]
Singapore
St. Kitts and Nevis
St. Vincent and the Grenadines
Spain (2846, 10589)
Turkey (2846, 3020, 3337, 6582, 9901)
United Kingdom (2846, 6196) See also, Visiting Forces Act2

Western Samoa

1. For both the Federated States of Micronesia and the Marshall Islands see: Compact of Free Association Act of
1985, Pub. L. No. 99-239 (January 14, 1986). The SOFA was concluded pursuant to Section 323 of the Act and
has been reprinted in the Compilation of Agreements Between the Government of the United States and the Freely
Associated States of the Federated States of Micronesia, The President's Personal Representative for Micronesian
Status Negotiations, 1987.

2. The 1952 Visiting Forces Act is a unilateral British statute enacted to implement the NATO SOFA within the
United Kingdom. Britain has elected this approach, rather than conclude a supplementary agreement to the NATO
SOFA with the United States as sending state. Unfortunately, the Visiting Forces Act does not fully agree with the
NATO SOFA and this has lead to disputes from time to time.

Table 701-8. Status of Forces Agreements **
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SECTION 702 - SPECIAL ED LOA LINES**

70201 PROGRAM MANAGEMENT LINES.

A. GNRAL,

1. Program management costs may be included in a program management line of an
LOA when an IA must undertake some system or program management effort to successfully
deliver the item ordered by the Purchaser. IAs must ensure that each type of cost is allocated only
once and only on one basis to an FMS LOA. Program management services must be a condition
of sale; i.e., those services unilaterally determined by the IA to be necessary for successful
program implementation. Such costs may be charged only for a single LOA or multiple LOAs
directly related to a single purchase.

2. The inclusion of program management lines in selected LOAs must be justified to,
and approved by, the Director of SA of the IA, or designee. Given the diversity of FMS
programs, some occasions will arise that require deviation from the following guidelines. The
foregoing approval authority includes authority for such occasional deviations.

3. Program management lines are excluded from application of the FMS administrative

surcharge.

B. FMS PROGRAM MANAGEMENT GUIDELINES.

1. The following are the types of sales that may include program management lines:

a. System sales of aircraft, ships, shipboard equipment, missiles, combat
vehicles, radars, or communications electronics which include the major end item and necessary
logistical and training support.

b. Modifications which improve the operational capability of systems already in
purchaser inventories.

c. Non-standard equipment, systems, or services.

d. Sales which include program acceleration.

e. Complex LOAs for services that may require effort outside of or in addition to
that normally provided by dedicated security assistance offices.

f. Coproduction programs.

2. The following are the types of expenses that may be included in program
management lines:

a. Personnel assigned as program coordinators.

b. Administrative LOA program management services which demonstrably are
executed at a level of effort beyond that generally performed on routine FMS LOAs.
(Administrative case management functions are identified in paragraph 70402.A.2 and, when
performed at routine levels, are properly charged to FMS administrative funds.) Such over-and-
above levels of management effort are normally found in LOAs which include program
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acceleration, non-standard procurements, special program tracking or reporting, program reviews,
or extensive integration.

c. Configuration management, system integration, or integrated logistics
management.

d. CONUS or overseas program management reviews. (TDY costs of all US
participants may be included.)

e. TDY costs to support program management line functions. Administrative
travel expenses, to include salary, which can be identified to the LOA or LOAs supported b' a
program management line also may be included.

f. Costs of conferences discussed in section 701 or AECA Sec 26 survey teams
discussed in section 401. Costs which occur prior to acceptance of the LOA can be funded from
the administrative budget account allotment of the IA. The administrative budget account allotment
will be reimbursed from the program management line after it is accepted.

3. Types of LOAs that may not include program management lines:

a. Sales from stock other than weapon systems.

b. Follow-on support, including publications, maps, and charts.

c. Entirely for services other than those described in 1.c and e above.

d. Individual major item sales.

e. Modifications other than those which improve the operational capability of
systems.

f. Routine non-MDE sales.

4. The following are the types of expenses that may not be included in program
management lines:

a. Other services requested by the Purchaser (such as management services,
including non-routine reporting; technical assistance; TAFTs; overseas CAS units; training; or
overhead management services) but not required by the IA.

b. TDY costs not in direct support of the program management line.. See
exceptions in 2.e and f above.

c. Any costs incurred overseas by PCS personnel. These costs are to be charged
"above the line" in a separate technical assistance or services line.

d. Routine administrative charges, which must be charged to the FMS
administrative budget.

C. PROCEDURES.

1. In order to differentiate between the cost of items sold to which the FMS
administrative surcharge legally must be applied and program management services, which are a
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condition of sale, the following are required for all LOAs, Amendments, or Modifications which
include program management lines:

a. "Subtotal Cost of Ordered Articles and Services" and corresponding value will
be entered at the end of items being offered.

b. The program management line(s) and value(s) are to be entered following the
above subtotal cost.

c. Block (8) will be the total of the entries required in a and b above.

2. The FMS administrative surcharge shall be applied by DFAS-DE to the Subtotal
entry of ordered items without exception. If the surcharge has been waived and not included in the
LOA, the drafting IA is responsible for funding and paying the surcharge. (See DoD 7000.14-R,
Volume 15)

3. Program management lines will be identified as such and include Generic Code
R6B. Existing case management lines which use Generic Code L8A may continue in use until case ,
closure.

4. FMS workload prior to LOA implementation is to be charged to the administrative
budget. Communications, utilities, ADP, office supplies and equipment, and rental may be
charged to a program management line to the extent they directly result from program management
efforts.

5. An auditable methodology must be maintained to document work each individual
performs on a program management line. Personnel charges must be identifiable by position
number, employee identification number, or other traceable means.

6. For LOAs in which program management lines are justified by the non-standard
nature of the program, the non-standard administrative fee should not be charged in accordance
with the FMR. ,

70202 CONTINGENCY REOUIREMENTS. FMF LOAs may not include contingency
(R9A Non-Specific Requirements) lines. Contingency lines will not be used as a substitute for BO
LOAs. Inclusion of contingency lines in other LOAs is discouraged. The FMS administrative •
surcharge will be applied to the contingency line value.

A. When requested and justified in writing by the Purchaser, the Director of SA of the IA, or
designee, may approve a contingency line limited to:

1. Services or non-SME articles on a major program LOA.

2. A value of ten percent or less of the LOA value.

B. Obligation authority will not be granted for contingency lines, nor will orders be placed
for deliveries reported against them.

1. When requirements are identified by the Purchaser, the applicable dollar values
included in the contingency line must be moved to specific defense articles or services (non-
contingency) lines, with commensurate payment schedule and other LOA adjustments, as needed.
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2. Reallocation of contingency line authority for scope increases must be accomplished
by LOA Amendment. Modifications may be used for contingency line reallocations due to price
increases.

70203 CAS PERFORMED OUTSIDE THE US. A separate line will be used in the WOA
for CAS performed outside the US. The LOA line must be directly charged for CAS performed by
a DoD organization established in a foreign country to meet a unique FMS customer requirement.
CAS functions include contract audit, quality assurance and inspection, and other contract
administration services. Other actual costs in support of the CAS organization and its personnel
will also be chargeable to the LOA CAS line.
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ISECTION 703 - CONGRESSIONAL SECTION 36(b) NOTIFICATIONS
AND REPORTS OF FOREIGN MILITARY SALES

70301 PURPOSE. The purpose of this section is to provide DOD components with the
procedures to be followed during the processing of an LOA, DD Form 1513, when that LOA
meets or exceeds the thresholds established for Congressional notification in the AECA and
Congressional reporting in AECA, Section 36(b). This section enumerates the requirements of the
AECA, Section 36(b), under which Congressional notifications and reports must be submitted;
defines the criteria, responsibilities, and procedures established for the submission of these
Congressional notifications and reports; and prescribes the data elements, format (to include
classification), and procedures for the submission of information to DSAA required for
Congressional notifications and reports.

70302 STATUTORY PROVISIONS. EXECUTIVE REOUIREMENTS. AND
EXCEPTIONS.

A. Statutory Provisions.

1. Section 36(b)(1) of the AECA requires that, in the case of any LOA to sell any
defense articles or services under the Act for $50 million or more, any design and construction
services for $200 million or more, or any MDE for $14 million or more, before such LOA is
issued, a numbered certification must be submitted to the Congress indicating (a) the foreign
country or international organization to which the defense article or service is to be offered for sale,
(b) the dollar amount of the offer to sell and the number of defense articles to be offered, (c) a
description of the defense article or service to be offered, and (d) the U.S. Armed Forces or other
agency of the U.S. which is to make the offer to sell or, in the case of a sale of design and
construction services, the following must be shown: (a) the purchaser, (b) the U.S. department or
agency responsible for implementing the sale, (c) an estimate of the dollar amount of the sale, and
(d) a general description of the real property facilities to be constructed pursuant to such sale. In
either type of submission, the certification must contain a description of any contribution, gift,
commission, or fee paid or offered or agreed to be paid in order to solicit, promote, or otherwise to
secure such LOA, including (a) the name of the person who made or will make such payment,
contribution, gift, commis sion, or fee; (b) the name of any sales agent or other person who is to
receive or has received such payment, contribution, gift, commission, or fee; (c) the date and
amount of such payment, contribution, gift, commission, or fee; (d) a description of the sale in
connection with which such payment, contribution, gift, commission, or fee was or will be paid;
and (e) the identification of any business information considered confidential by the person
submitting it which is included in the report. Such numbered certifications shall also contain an
item, classified if necessary, identifying the sensitivity of technology contained in the defense
articles, defense services, or design and construction services proposed to be sold, and a detailed
justification providing the reasons necessitating the sale of such defense articles or services in view
of the sensitivity of such technology. The AECA, Section 36(b), Paragraph (4) requires that each
certification cite any quarterly report submitted under Section 28 of the Act which listed a P&A
estimate or a request for LOA, which was a basis for the proposed sale. The FAA, Section
620C(d), requires a special certification for notifications of proposed sales to either Greece or
Turkey. The International Security and Development Cooperation Act of 1985, Section 130(c),
requires a special certification for notifications of proposed sales to Jordan pertaining to U.S.
advanced aircraft, new air defense systems, or other new advanced military weapons. These
Jordan certifications, prepared by the State Department and signed by the President, will be
appended to Section 36(b)(1) notifications to the Congress involving such items.
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2. The AECA, Section 36(b)(1) states that the LOA shall not be issued to NATO,
any NATO member courry, Japan, Australia, or New Zealand, if the Congress, within 15
calendar days after receiving such certification, or to any other country or organization, if the
Congress within 30 calendar days after receiving such certification, adopts a joint resolution stating
that it objects to the proposed sale, unless the President states in his certification that an emergency
exists which requires such sale in the national security interests of the U.S. If the President states
in his certification that an emergency exists he shall set forth in the certification a detailed
justification for his determination, including a description of the emergency circumstances which
necessitate the immediate issuance of the LOA and a discussion of the national security interests
involved.

3. In addition, the President shall, upon the request of the Committee on Foreign
Relations of the Senate or the Committee on Foreign Affairs of the House of Representatives,
transmit promptly to both such committees a statement setting forth:

a. A detailed description of the defense articles, defense services, or design
and construction services to be offered, including a brief description of the capabilities of any
defense article to be offered;

b. An estimate of the number of officers and employees of the United States
Government and of United States civilian contract personnel expected to be needed in such country
to carry out the proposed sale;

c. The name of each contractor expected to provide the defense articles,
defense services, or design and construction services proposed to be sold (if known on the date of
transmittal of such statement);

d. An evaluation, prepared by the Director of the Arms Control and
Disarmament Agency in consultation with the Secretary of State and the Secretary of Defense, of
the manner, if any, in which the proposed sale would:

(1) Contribute to an arms race;
(2) Increase the possibility of an outbreak or escalation of conflict;
(3) Prejudice the negotiation of any arms controls; or
(4) Adversely affect the arms control policy of the United States;

e. The reasons why the foreign country or international organization to which
the sale is proposed to be made needs the defense articles, defense services, or design and
construction services which are the subject of such sale and a description of how such country or
organization intends to use such defense articles, defense services, or design and construction
services;

f. An analysis by the President of the impact of the proposed sale on the
military stocks and the military preparedness of the United States;

g. The reasons why the proposed sale is in the national interest of the United
States;

h. An analysis by the President of the impact of the proposed sale on the
military capabilities of the foreign country or international organization to which such sale would
be made;

i. An analysis by the President of how the proposed sale would affect the
relative military strengths of countries in the region to which the defense articles, defense services,
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or design and construction services which are the subject of such sale would be delivered and
whether other countries in the region have comparable kinds and amounts of defense articles,
defense services, or design and construction services;

j. An estimate of the levels of trained personnel and maintenance facilities of
the foreign country or international organization to which the sale would be made which are needed
and available to utilize effectively the defense articles, defense services, or design and construction
services proposed to be sold;

k. An analysis of the extent to which comparable kinds and amounts of
defense articles, defense services, or design and construction services are available from other
countries;

1. An analysis of the impact of the proposed sale on United States relations
with the countries in the region to which the defense articles, defense services, or design and
construction services which are the subject of such sale would be delivered;

m. A detailed description of any agreement proposed to be entered into by the
United States for the purchase or acquisition by the United States of defense articles, defense
services, or design and construction services or defense equipment, or other articles, services, or
equipment of the foreign country or international organization in connection with, or as
consideration for, such LOA, including an analysis of the impact of such proposed agreement upon
United States business concerns which might otherwise have provided such articles, services, or
equipment to the United States, an estimate of the costs to be incurred by the United States in
connection with such agreement compared with costs which would otherwise have been incurred,
an estimate of the economic impact and unemployment which would result from entering into such
proposed agreement, and an analysis of whether such costs and such domestic economic impact
justify entering into such proposed agreement;

n. The projected delivery dates of the defense articles, defense services, or
design and construction services to be offered;

o. A detailed description of weapons and levels of munitions that may be
required as support for the proposed sale; and

p. An analysis of the relationship of the proposed sale to projected
procurements of the same item.

B. Executive Requirements.

1. Preparation and Submission of Notifications and Reports.- Under
Executive Order 11958, the SECDEF is delegated the responsibility of implementing Section 36(b)
of the AECA in consultation with the Secretary of State. DSAA is responsible for preparing and
submitting Congressional notifications and reports under AECA, Sec 36(b). To minimize delays
in processing such notifications, consistent with the legislative and other requirements, the
procedures in this section are placed into effect.

2. Advance Section 36(b)(1) Notification. In order to provide Congress
with sufficient time to review the proposed sale about to be notified under Section 36(b)(1), DSAA
has agreed to provide Congress with advance notification of such offer at least 20 days prior to the
submission of the statutory notification. Offers to NATO, any NATO member country, Japan,
Australia, and New Zealand are exempt from the advance notification agreement.
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3. Sensitivity of Technology.

a. AECA Sec 36(b)(1), as amended by Section 20(b) of the International
Security Assistance Act of 1979, and the International Security and Development Cooperation Act
of 1985 require a Sensitivity of Technology Statement concerning the extent to which the items to
be included in the proposed sale contain sensitive technology or classified information and a
justification for the proposed sale in view of the sensitivity of such technology.

(1) For purposes of this requirement, the term "sensitivity of technology"
will be construed to mean the extent to which the unauthorized disclosure or diversion of any
equipment, technical data, training, services, or documentation required to be conveyed in
connection with the proposed sale could be detrimental to the national security interests of the US.
The evaluation will address not only sensitive technological information contained in equipment
components or technical documentation related to the sale, whether classified or not, but also
restricted information contained in classified components or classified documentation required to be
released in connection with the sale.

(2) It should be noted that the evaluation of sensitivity is to be made solely
with reference to unauthorized disclosure or diversion of the defense equipment, technical data,
training, services, and documentation to be provided and need not address either the risk of such
unauthorized disclosure or diversion (covered by NDP- 1 procedures and OUSD (A&T) review) or *
the foreign policy implications of authorized use by the proposed recipient (covered by ATMG).

(3) Whenever the transfer of sensitive technological information is
involved, the equipment components, types of documentation, or technical data containing the
sensitive information are to be identified, and the reasons for considering them as sensitive
information must be provided. Whenever the transfer of classified defense equipment or classified
documentation is required, the classified information must be identified and the reasons for the
classification provided.

(4) When release is within classification guidelines for disclosure to a
specific government as stipulated in NDP-I, a separate paragraph should be included in the
Sensitivity of Technology Statement (Table 703-6A) to show that a determination has been made
that the recipient government can provide substantially the same degree of protection for the
technology being released as the USG. That paragraph should also include a statement to the effect
that the sale is necessary in furtherance of the US foreign policy and national security objectives as
outlined in the policy justification portion of the notification.

(5) When an exception to NDP-1 has been granted for release of the
classified or sensitive technology, a separate paragraph on the Sensitivity of Technology Statement
should show the sale is necessary in furtherance of the US foreign policy and national security
objectives outlined in the policy justification. Moreover, the benefits to be derived from the sale
outweigh the potential damage that could result if the sensitive technology were revealed to
unauthorized persons. Additional justification for granting the exception to NDP-1, such as that
included in the request for the exception, should also be provided in that paragraph when such
information is available.

(6) DSAA will forward the required Sensitivity of Technology Statement
by a separate classified annex since the public disclosure of such information could adversely affect
the foreign and defense policy interests of the United States.

b. AECA Sec 36(b)(5)(A) requires that a report will be sent to Congress when
the sensitivity of technology or the capability of major defense articles (including electronic devices
which, if upgraded, would enhance the mission capability of a weapons system), or services are
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enhanced or upgraded from the level of sensitivity or capability described in the original Section
36(b)(1) certification. This legislation also provides a continuing requirement for ten years
following the original certification unless deliveries are completed sooner. Only such changes in
the levels of sensitivity or capability as previously described in the Section 36(b)(1) =erfification
provided to the Congress are required to be reported to Congress and this action must be
performed at least 45 days prior to delivery of the article or equipment or the furnishing of the
service. Accordingly, it is necessary for the IA to monitor programs before deliveries are made to
determine whether enhancements or upgrades have occurred. Copies of the original Section
36(b)(1) certification may be obtained from the DSAA Comptroller. Should reportable
enhancements or upgrades be identified, UAs will submit a report to DSAA (FMSCRD):

(1) Describing the manner in which the technology or capability has been
enhanced or upgraded, including the significance of such enhancement or upgrade, and

(2) Providing a detailed justification for the sale of such enhancement or
upgrade.

This report will be sent to DSAA (FMSCRD) in the format provided in Table 703-4 with a copy of
the original Section 36(b)(1) certification attached. A minimum of an additional 15 days prior to
delivery of the items to the Purchaser (a total of 60 days) is required for DSAA review and
transmittal to the Congress. Rather than submitting multiple 36(b)(5)(A) reports to DSAA, the IA
should consolidate and provide these reports to DSAA not less than 60 days prior to the forecast
delivery of the affected equipment or services. Note that it is essential for the IA to maintain
adequate documentation of each decision that justifies non-submission of Section 36(b)(5)(C)
reports. A Section 36(b)(5)(A) report is not required before delivery of enhancements or upgrades
previously identified in a Section 36(b)(5)(C) notification.

c. AECA Sec 36(bX5)(C) requires that any enhancement or upgrade, the net
cost of which meets or exceeds dollar thresholds for Section 36(b)(1) certification, as outlined in
paragraph 70302.A.1.(a), must be treated as though it were a separate LOA. Accordingly, if the
net cost of an enhancement or upgrade meets or exceeds Section 36(b)(1) thresholds, the IA will
provide 36(b)(1) input that clearly describes the enhancement or upgrade, explains the level of
sensitivity or capability that the change produces, and provides the estimated net cost of the
change. The requirement to report enhancement or upgrade of previously described capability or
sensitivity of technology applies only to items or services that have not been delivered or
performed. When the capability was clearly described in the Section 36(b)(1) certification and
there is a current request to purchase an enhancement or upgrade thereof, data will be provided on
Table 703-6C only when the net cost of the enhancement or upgrade portion reaches the Section
36(b)(1) dollar threshold as follows:

Equipment/Services Net Cost of Enhancement

To Be Enhanced (Millions)

Major Defense Equipment $14

Other Defense Equipment/Services $50

Design and Construction Services $200
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Statutory notification for enhancements or upgrades of sensitivity of technology should be
submitted within 30 days of the request to purchase in the format provided in Table 703-6C to
DSAA (FMSCRD) for review and submission to Congress. Such changes in enhancement or.
upgrade requiring 36(b)(5)(C) certification may not be implemented nor may a corresponding
LOA, Amendment, or Modification be issued until the certification has been processed to the.
Congress and the required time period pursuant to Sec 36(b)(1) has elapsed. Deliveries of
unmodified items on a case for which other items are to be enhanced or upgraded, such as
unmodified spare parts, are unaffected and may continue to be delivered without interruption.
Advance 20-day notifications prior to the statutory certifications will not be required for
enhancement certifications.

C. Price and Availability.

Excepion. No Sec 36(b) notification is required for the provision to a prospective
Purchaser of separately stated P&A data even though applicable notification thresholds are met or
exceeded.

70303 CRITERIA AND RESPONSIBILITIES FOR CONGRESSIONAL
SUBMISSIONS.

A. Processing Letters of Offer for $50 Million or More or for Major
Defense Equipment of $14 Million or More. or for Design and Construction
Services for $200 Million or More.

1. In compliance with AECA Sec 36(b)(1), Congress must be provided with a
notification of all "Letters of Offer" to sell any defense articles or services for $50 million or more,
any MDE of $14 million or more, or for design and construction services for $200 million or
more, before such LOA is issued. DSAA has been designated to submit this notification to the
Congress.

2. The DoD General Counsel has determined that the term "Letter of Offer" used in
the AECA pertains to any proposed sale of defense articles or services to any foreign government
or entity, whether or not the initial document (or set of documents) to be used to consummate the
sale is an LOA or a document bearing another name. If a document other than an LOA is used for *
this purpose, an LOA shall be subsequently executed to conclude the final details of the agreement *
unless an exception is authorized by the Director, DSAA. If there is a conflict betveen the terms of
the agreement and the LOA, the agreement shall provide that the LOA will govern. *

3. The statutory requirement for notification and the requirement for advance *
notification to Congress extend to any undertaking by DoD to establish an FMS transaction. This
includes, but is not limited to FMS transactions embodied in the following:

a. MOU for Coproduction of military items,

b. Cooperative Research and Development Agreements, and

c. Providing specific items or services under any existing general agreement,
such as the Engineering Assistance Agreement entered into between the Army Corps of Engineers
and the Saudi Arabian Government in 1965.

4. AECA Sec 36(b)(1) notifications to Congress are to be made when:

a. An LOA under preparation is expected to meet or exceed the thresholds;
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b. An LOI, meeting or exceeding the thresholds, is authorized to be accepted
by a DoD component; or

c. An LOA amendment is prepared adding $50 million or more to in existing
FMS case unless such amendment results solely from identifiable inflationary cost increases, and
to any amendment adding MDE valued at $14 million or more. These provisions also apply to any
amendment which would increase the value of an existing case from under $50 million to a value
of $50 million or more, and any amendment which would increase the value of MDE in an existing
case from under $14 million to a value of $14 million or more. New LOAs will be processed to
cover the new requirements unless such amendments are absolutely necessary and justified, in
writing, to the Director, DSAA.

5. The following are examples of MDE FMS cases that must be notified under
Section 36(b)(1):

a. An FMS case for a single line item of MDE totalling $14 million or more.

b. An FMS case for two or more line items of MDE totalling $14 million or
more.

c. An amendment to an FMS case for additional units of MDE if that portion of
the amendment totals $14 million or more.

6. MDE FMS cases that do not require notification under Section 36(b) are:

a. An FMS case for one line item of MDE totalling less than $14 million. The
case does not contain any other MDE; however, other defense items are included which bring the
total case value to more than $14 million but less than $50 million.

b. An FMS case for one line item of MDE totalling less than $14 million. The
case does not contain any other MDE; however, spare parts, publications, and training associated
with the MDE are included which bring the total case value to more than $14 million but less than
$50 million.

7. The following special considerations apply to FMSO cases:

a. An amendment to an LOA for a FMSO I transaction, the result of which
brings the total case value of that LOA and related amendments to $50 million or more, does not
require prior Section 36(b) notification to Congress.

b. A FMSO I transaction for $50 million or more, or an amendment to a
FMSO I transaction which adds $50 million or more to the previous case total, or a LOA for a
FMSO II transaction for $50 million or more does require prior Section 36(b)(1) notification to
Congress.

8. The above exception to Section 36(b)(1) notification of FMSO I amendments is
based on the following:

a. FMSO I cases must be amended each year to adjust the dollar values based
on requisition activities and new LOAs for this purpose are not practicable, and
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b. FMSO I cases reflect customer equity in the U.S. supply system and
defense articles upon which these cases are based are not shipped to the country, but are drawn
down against a corresponding FMSO II LOA.

B. Issuing Letters of Offer for $50 Million or More or for MDE of $14
Million or More.

1. The AECA provides that the LOA shall not be issued if Congress, within 30
calendar days (15 calendar days for NATO, NATO member nations, Japan, Australia, or New
Zealand) after receiving the notification, adopts a joint resolution stating that it objects to the
proposed sale, unless the President, in his notification to Congress, had certified that an emergency
exists which requires such sale in the national security interests of the U.S.

2. If Congress adopts a concurrent resolution objecting to a proposed sale, the
Director, DSAA will promptly notify the applicable DOD component of that fact, seek the guidance
of the President as to the course of action which should be taken, and advise the cognizant DOD
component of the action to be taken (see paragraph B.2.d. above).

70304 PROCEDURES.

A. Categories of Purchasers.

1. The AECA makes a distinction between exempted purchasers (i.e., NATO,
NATO countries, Japan, Australia, and New Zealand) and non-exempted purchasers (all others).

2. For exempted purchasers:

a. Advance notification is not required.

b. The waiting period after statutory notification is 15 days.

B. State and Defense Relationshin. Staffing Agreement. and Timing.

1. Prior to any advance or statutory notification to Congress under the AECA,
Section 36(b)(1), the DSAA must receive clearance from the Department of State for that
notification.

2. Representatives of the State and Defense Departments have agreed that State
policy deliberations, intra-agency coordination, and submission for Presidential approval
(if required) and Defense preparation of the Sec 36(b)(1) notification, and the LOA all aim toward ,
the common objective of completing these actions within 60 days after receipt of the prospective
purchaser's complete request. The procedures established in this section are designed to meet
these objectives.

3. Under normal circumstances the milestones indicated in Tables 703-1 and 703-2
should be met by all functional areas involved in the processing of Section 36(b)(1) notifications
and LOAs.

C. Submission of Sunnortingy Data.

1. Concurrent with LOA or LOI preparation, the cognizant DOD component must
submit the supporting data required for Congressional notification to the DSAA/Comptroller-
Foreign Military Sales Control Division (DSAA/Compt-FMSCD). If the LOR case information
has not been previously entered into the 1200 system, DSAA will make the entry. Supporting data
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(including purchaser's reference and date of receipt by the IA) are to be submitted, using the
prescribed formats, within ten days of receipt of the LOR from the purchaser. In order to enable
the notification process to begin as soon as possible after receipt of the country request, it is
essential that appropriate actions be accomplished by DOD components. *

2. Appropriate steps will be taken by DOD components to assure that the ten-day
requirement to provide data to DSAA is met. Consistent with this requirement field inputs will be
obtained by DOD components on an expedited basis as necessary. Additionally, cost estimates
will include separate identification of the estimated dollar value of the MDE portion of the proposed
sale. Rough order of magnitude cost estimates are acceptable for processing Congressional
notifications. In the exceptional situation, if it is determined by DOD component that the ten-day
requirement cannot be met, approval for extension must be sought from the DSAA Comptroller
(Chief, FMS Control Division).

3. Requests from exempted prospective purchasers require the following data to be
submitted Military Justification (see Table 703-4), Statutory Notification (see Table 703-5), and,
as required, Sensitivity of Technology Statement (see Table 703-6A).

4. Requests from non-exempted prospective purchasers require the following data to
be submitted: Notification as specified in Table 703-3, Advance Notification; Table 703-4,
Military Justification; and, as required, Table 703-6A, Sensitivity of Technology.

5. To the extent possible for non-exempted prospective purchaser requests, the
submission should also include the supporting data required to meet the statutory notification
requirement as specified in Table 703-5. If these data can be provided during the initial
submission, no further data are needed by DSAA to process the advance and statutory Section
36(b)(1) notifications. However, if all data are not available, the advance notification data only
should be submitted to meet the ten-day data submission requirement.

6. To the extent that it is not possible for DOD component to provide statutory
notification Table 703-5 data with the initial submission, these data will be forwarded to
DSAA/Compt-FMSCD as early as possible but no later than ten days after the start of the 20 day
advance notification period so that the follow-on statutory notification will not be delayed. Should
it be impractical to meet the ten day deadline, approval for extension must be sought from Chief,
FMS Control Division, DSAA.

7. As the process evolves, the cognizant DOD component will be informed via
message of each Congressional notification and provided with a copy of the letters which transmit
the advance and statutory Section 36(b)(1) notifications to Congress.

8. Following completion of the 20 day advance notification period and after State
clearance, the Director, DSAA, will provide the statutory Section 36(b)(1) notification' of the
proposed sale to the Congress. At this time, and after receiving express authority from the
Comptroller, DSAA, and coordination with DSAA Operations, the cognizant DOD component will
furnish a copy of the unsigned LOA to the purchaser as an enclosure to a transmittal letter in the
format of Table 703-8 (Transmittal Letter for the Unsigned LOA). If Congress adopts a joint
resolution objecting to a proposed sale, the Director, DSAA will promptly notify the applicable
DOD component of that fact, seek the guidance of the President as to the course of action which
should be taken, and advise the cognizant DOD component of the action to be taken.

9. DOD components will submit signed LOAs to the DSAA/Compt-FMSCD,
Countersignature Branch no later than five working days prior to completion of the statutory 15 or
30 day Congressional review period. Unless there are appropriate reasons to do otherwise, the
expiration date assigned by DOD components will allow for normal country review periods beyond
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the final date of the Congressional review. When the signed LOA and all subsequent amendments
and notices are submitted to DSAA, they will include the identifying DSAA Transmittal Number *
used for the statutory Congressional notification (e.g., 94-15). This number will be shown on the *
message sent to DoD component advising of the dispatch of the statutory notification.

10. LOAs for $7 million or more must be submitted to the Countersignature Branch *
with a TLW-- except for FMSO I and II cases, spare parts requisition cases, training cases,
equipment and services cases where the source is DoD inventories, or programs for which
termination liability requirements have been waived pursuant to the FMR. ,

11. Upon the expiration of the statutory 15 or 30 day waiting period the Comptroller,
DSAA, will, if Congress has not adopted a joint resolution objecting to the proposed sale,
countersign the LOA and return the original to the IA and forward a copy to SAAC. Upon receipt ,
of the DSAA countersigned LOA, the IA may forward the original signed LOA to the prospective ,
Purchaser.

70305 CLASSIFICATION.

A. Advance Section 36(b)(1) Notifications. All data, information, and advance
Congressional notifications of proposed sales to all prospective Purchasers will be treated as, and
marked "SECRET' or "CONFIDENTIAL" until the statutory notification is provided to Congress.
The following classification guidelines apply to all inputs of supporting data required for advance
notifications by the Foreign Military Sales Control and Reports Division: ,

1. If none of the data presented is classified, the documents will be stamped
"SECRET" or "CONFIDENTIAL" on the top and bottom of each page, all paragraphs will be
preceded by "(U)," and the following marking will be shown on the bottom of the first page of
each submittal:

"CLASSIFIED BY SAMM (DoD 5105.38-M) (CHAPTER 7, SECTION 703)
DECLASSIFY ON STATUTORY NOTIFICATION TO

CONGRESS UNLESS REQUIRED OTHERWISE
BY COMPETENT AUTHORITY."

2. If any of the data presented is classified, the documents will be stamped with the
required level of classification on the top and bottom of each page, each classified paragraph will
be marked with the required classification, and the appropriate "classified by" and "declassify on"
data are to be entered on the bottom of the first page of each submittal. The marking indicated in
paragraph L.a. above will not be used on these submittals.

B. Statutory Section 36(b)(1) Notifications. As specified in the AECA, Section
36(b), each statutory notification provided to Congress is to be unclassified except that the dollar
amount and quantity of the offer and details of the description of the defense articles or services
offered may be classified. Furthermore, the justification may also be classified. However, if any
of the items are to be classified, the rationale must be provided, fully justified, and the justification
attached to the statutory notification data submission (Table 703-5). Supporting data inputs
pertaining to statutory notifications will be submitted to DSAA/Compt-FMSCRD in accordance ,
with the following classification guidelines:

1. If none of the data presented is classified, the procedures indicated in paragraph
A. 1. above are to be followed.

2. If any of the data presented is classified, the procedures indicated in paragraph
A.2. above are to be followed.
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C. Seneitivitv of Technology Statements, Classification guidance indicated in
paragraph A. 1. or A.2. above is to be followed in submitting Sensitivity of Technology statement
supporting data to the DSAA/Compt-FMSCD.
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TABLE 703-1

MILESTONES FOR LOA REQUESTS FOR SIGNIFICANT MILITARY
EQUIPMENT

MILESTONES FOR LOA REQUESTS FROM NON-EXEMPTED PURCHASERS
FOR SIGNIFICANT MILITARY EQUIPMENT WHICH REQUIRE 36(b) (1) NOTIFICATION

ACTION FROM PURCHASER: Message request from In-country via U.S. Embassy jointly addressed to See State/PM end Sec

Del /OSAA. Info copy to appropriate DOD Component IMil Dept. Unified Command, and Arms Control and Disarmament Agency IACOAI.

Letter request from Purchasing Mission. Embessies. or Military Attaches in U.S. jointly addressed to Sac State/PM end Sec bel/DSAA.

MAXIMUM

NUMBER 0 10 20 30 40 so so 70 410 90 100 Ito 120 130

OF DAYS I I-T I 1 1 1 1 1 1 1 1 1 1 1

STATE 400 _V

DSAA 40-9 0.SA&

DOD 341 13

COMPONENT *

MILESTONES FOR LOA REQUESTS FROM EXE14PTED PURCHASERS PROCESSING FOREIGN

FOR SIGNIFICANT MILITARY EQUIPMENT WHICH REQUIRE 36(b) (1) NOTIFICATION MILITARY SALES
________________________________________________ LETTERS OF OFFER

ACTION FROM PURCHASER: Message request from In-country vie U.S. Embassy jointly addressed 1. Prl~iminari~y review and

to Sec Stale/PM and Sec Def/OSAA. Info copy to appropriate Unified Command and ACDA.aprvl

or 2. Tesking of the Preparation of

tetter request from Purchasing Mission. Embassies. Military Attaches In U.S. jointly addressed to Sec tire Letter of Offer end

State/PM and Sec Dof/DSAA. information, as appropriate.

MAXIMUM 3. Input of 364b) date to

NUMBER 0 to 20 30 40 50 60 70 6 0 P DSAA/FMSCO and can
____________________________ 90_____ identifier Informationttinto the

OF DAYS 6 1 OSAA 120a"stem.

STATE * y4. Preparation. review, and
approval of the advance 361b)

______________________________________________ notification to the Congress.
7 ~ 12including interagency end

DSAA~ ~ 12y ~ : *..~ Executive Office staffinges
DSAAnecessar.

_____________________________________________________ S. Treomirtlal of the advance

3L. 361b) notifcaion to Congress.
DOD 8 3 6. Preparation, review. and
COMPONENT a pprovsl of the statutory 3511b1

___________________________________________________ notification to the Congress.
includinig inleragency, and
Executirei Office staffing. as

MILESTONES FOR WOA REQUESTS FOR SIGNIFICANT MILITARY EQUIPMENT necessay.
WHIH D NO REUIE 3(b)(1)ACTON7. Transmittal of the statutory

________________WHICH_______ DOOTEQURE36()(1_ACIO 361b) notification to Congress.
S. Letter of Offer and Acceptance

ACTION FROM PURCHASER: message request from In~country via U.S. Embasay jointly addressed preparation.

to Sec State/PM and SEC oef/DSAA. info copy to appropriate Unified Commend and ACDA. 9. RevOeLw end approval of

Loller request from Purchasing Mission. Embassies, Miiitary Attaches In U.S. jointly addressed to Sec unsigedpLttner.fOie

Stat/PMand ee ot/DAA.10. Dispatch of unsigned Letter of
MAXIMUMOffer and Acceptance to the
MAXIMUMcustomer.

NUMBER 0 10 20 30 410 50 60 70 so 90 100 11. Finalfreview and approval.
OF DAYS I 1 12. Countersignature.

STATE 04 13. Dispatch of the signed Letter
of Offer and Acceptance to the
customer.

2 it 12 14. DoD comptonent to notify Sec
DSAA ~ v* YState/PM and Sec Def/OSAA.

which will initiate the

DOD 13sippropriate Procedures.

COMPONENT

TABLE 703-1. Milestones for LOA Requests for Significant Military
Equipment Which Require 36(b)(1) Notifications.
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TABLE 703-2

MILESTONES FOR LOA REQUESTS FOR NON-SIGNIFICANT MILITARY
EQUIPMENT

MILESTONES FOR LOA REQUESTS FROM NOtI-EXD4PTED PURCHASERS
FOR NON-SIGNIFICANT MILITARY EQUIPHENT WHICH REQUIRE 36(b) (1) NOTIFICATION

ACTION PROM PURCHASER: Message request front ln.country through country. representatives I. di. U.S. or through U.S. country

learn directly so the cognizant DoC Component. info copy to Sec State/PM end Sec Def/DSAA.
or

Requests orIgInatIng from foreign country representatIves In the U.S. should be sent directly to the cognizant DoD Component. info copy

to Sec State/PM and Sec Oef/DSAA.

MAXIMUM

NUMBER 0 10 20 30 40 50 60 70 80 90 tOO 110 120 130
OFOAYS I �i I I 41 I I I I I I I I I

6 Ii

STATE *.-y

2 4 5 6 7 Il 12
9

�A3 tO
DOD 13
COMPONENT 8

MILESTONES FOR LOA REQUESTS FROM EXEMPTED PURChASERS ��EWNO FOREIGN

FOR �lON-SIGNIFICANT MILITARY EQUIPMENT WilICII REQUIRE 36(b) (1) NOTIFICATION MILITARY SALES
LElTERS OF OFFER

ACTION PROM PURCHASER: Message request from Incountry through country's representetives In 1. Preliminary review and

the U.S. or through U.S. country teem directly to the cognizant DoD Component. Info copy to Sec pmesi
State/PM and Sec Oef/OSAA. 2. Tasking of the preparatio.r of

or the Letter of Offer and
Requests originating from foreign country representatives in tire U.S. should be sent directly to the Acceptance and 36fbf

cognizant DoD Component. info copy to Sec State/PM and Sec Oct /OSAA. informetion. as appropriate.

MAXIMUM 3. input of 361hi data toOSAA/FMSCO end Lass
NUMBER 0 10 20 20 40 so so io 80 90 100 identitierinfotmationinfothe

OF DAYS OSAA 1200 system.
1 6 11

STATE S * 4. Preparation, review, end
approval of the advance 36fb1

______________________________________________________________ notification to the Corigiess.including interagency and
2 6 7 11 12 Esecutive Office staffing. as

DSAA *-y *A ,� -.

_____________________________________________________________________________ 5. Transmittal of the advance
*1 36fb1 notification to Congress.

DOD
8 6. Preparation, review. and

COMPONENT 13 pproval ci the statutory 361b1
______________________________________________________________________ notiticatinn to the Congress.

including interagency and
Executive Office staffing, as

MILESTONES FOR LOA REQUESTS FOR ALL OThER FOREIGN MILITARY SALES
WIIICII DO NOT REQUIRE 36(b) (1) ACTION 7. Transmittal of the statutory

________________________________________________________________________ 381W notification to Congress

ACTION FROM PURCHASER: Message request from in country through countrys representatives In 8. Letter of Offer and Acceptance

the U.S. or through U.S. country team directly to the cogniiant DoD Component. info copy to 5� preperatlon.
State/PM and Sec OeIIDSAA. 9. Review and approval of

or unsigned Letter of Offer and

Requests originating from foreign country representatives in the U.S. should be sent directly to the Acceptance.
and Sec Def/OSAA. tO. Dispatch of unsigned Letter nf

cognizant DoD Component. info copy to Sec State/PM Offer and Acceptance to the
MAXIMUM customer.

NUMBER o to 20 30 40 110 so 70 80 80 tOO 11. Final review and epproval.

OFDAYS I I I I I I I I I 12 Countersignature.
It

STATE *-v S-v 13 Dispatch ot the signed Letter
of Of ter end Acceptance to the
customer.

It 12 14. DoD component to notify Sec
DSAA *,� S-Y State/PM and Sec Dei/DSAA.

which wiN initials the

3 appr.,priate procedures

DOD *-� 8 13
COMPONENT S

TABLE 703-2. Milestones for LOA Requests for Non-Significant Military
Equipment Which Require 36(b)(1) Notifications.
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TABLE 703-3
ADVANCE NOTIFICATION DATA

(CLASSIFICATION)

MEMORANDUM FOR (or LETTER TO) THE COMPTROLLER, DSAA
(ATTENTION: FMSCD)

SUBJECT: Data for a Possible Advance Section 36(bX(1) Notification (U)

(U) The following supporting data are provided in accordance with Chapter 7, Security ,
Assistance Management Manual:

a. (*) Prospective purchaser.

b. (*) Purchaser's reference and date of receipt by implementing agency:

c. (*) Description and quantity or quantities of all articles and/or services under
consideration for purchase (to include all MDE and non-MDE items, segregating the MDE items
and indicating the MDE value):

d. (*).Estimated total dollar value of this case (to include all costs associated with this
proposed sale e.g., packing, crating, handling, transportation, administrative changes, etc.) and
the dollar value of major defense equipment, if any, included in the case:

e. (*) Description of total program of which this case is a part (including any associated
weapons, training, construction, logistical support, or other direct supply implications not included
in the case itself):

f. (*) Estimated value of total program of which this case is a part (including the estimated
number and dollar value of any increments and the duration of the total program, if it is a multi-
year project):

g. (*) Prior related cases, if any (including case designators, descriptions, values,
acceptance dates, etc.):

h. (*) DOD component:

i. (*) Estimated date LOA will be ready for statutory notification to Congress:

j. (*) Case designator:

CLASSIFIED BY: (See DOD 5105.38-M, Chapter 7, Section 703.)

(CLASSIFICATION)

TABLE 703-3. Advance Notification Data.
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(CLASSIFICATION)

k. (*) A description of each payment, contribution gift, commission or fee paid or
offered or agreed to be paid in order to solicit, promote or otherwise to secure such LOA.
Description should include:

(1) Name of person who made such a payment, contribution, gift, commission,or fee:
(2) The name of any sales agent or other person to whom such payment,

contribution, gift, commission, or fee was paid:
(3) The date and anount of such payment, contribution, gift, commission, or

fee:
(4) A description of the sale in connection with which such payment,

contribution, gift, commission, or fee was paid:
(5) The identification of any business information considered confidential by

the person submitting the information under the AECA, Section 39 to the Secretary of State:

1. (*) Sensitivity of technology contained in the defense articles or defense services
proposed to be sold (see Paragraph 70302.B.3. of this section for definitions, Note 1 below for
entry requirements, and Table 703-6A for details of required data and format):

m. (*) Previously reported under DSAA(A) 1138 Report requirements? If so, for
which fiscal year quarter?

n. (*) Third party transfer certification:

(1) Name of the proposed third party recipient of these articles, training, or
other defense services:

(2 Reason for the proposed transfer:
(3) Date on which such transfer is proposed to be made:

o. (*) Expected security classification of the case and LOA afer statutory notification
(If the case and LOA will be classified, cite rationale and attach justification.):

p. (U) Action officer's name, office, and telephone number (For individuals located
in the Washington area provide commercial number, others are to provide AUTOVON and
commercial numbers.):

(*) Indicate required security classification paragraph markings per Chapter 7, Section 703.

Attachment (see Note 2 below.):

(CLASSIFICATION)

TABLE 703-3. (Continued)
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(CLASSIFICATION)

Note: 1. Whenever a proposed sale involves no transfer of sensitive technology or
classified information, the word "None" will be entered under this heading. Whenever the transfer
of sensitive technology or classified information is involved, the words "See Attachment t"
will be entered under the heading and the data specified in Table 703-6 will be attached to the
submission.

Note: 2. Attach the Military Justification (Table 703-4) and, if required, the Sensitivity of
Technology Data (Table 703-6A), justification for security classification of the case and LOA after
statutory notification.

TABLE 703-3. (Continued)
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TABLE 703-4
MILITARY JUSTIFICATION DATA

(CLASSIFICATION)

MILITARY JUSTIFICATION (U)

(*) One-sentence paragraph identifying all defense articles and/or services proposed for sale and
the estimated total cost of the offer to be made to the prospective purchaser.

(*) One or two-sentence paragraph describing broadly the contribution which the sale will make
toward achieving the foreign policy and national security objectives of the United States.

(*) A short paragraph on foreign policy and military developments in the region affecting the
sale, whether comparable weapons exist in the region, and the effect of the sale on the regional
military balance.

(*) A short paragraph describing why the prospective purchaser needs the articles and how it
intends to use them. This paragraph is to address the ability of the prospective purchaser to absorb
the articles and the effect of the sale on the prospective purchaser's military capabilities. If the sale
was due in part to the results of a U.S. survey, this is to be brought out in this paragraph.

(*) Identification and location of the prime contractor or principal contractor, if not applicable,
provide rationale.

(*) Estimate of the number of additional U.S. Government personnel and U.S. contractor
representatives required in the territory of the prospective purchaser to implement the proposed sale
and the number of months during which each category of personnel will be needed.

(*) Any impact on U.S. defense readiness which would result from the proposed sale.

CLASSIFIED BY: (See DOD 5105.38-M, Chapter 7, Section 703.)

(CLASSIFICATION)

(*) Indicate required security classification paragraph markings per Chapter 7, Section 703.

NOTE: The above outline is a guide for preparing the typical justification. It need not be
followed rigidly when variations will produce a clearer presentation; however, each aspect listed is
to be considered and addressed.

TABLE 703-4. Military Justification Data.
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(CLASSIFICATION)

MEMORANDUM FOR THE COMPTROLLER, DSAA (Attention: FMSCRD) ,

SUBJECT: Data for a Possible Statutory Section 36(b)(1) Notification (U)

(U) The following supporting data are provided in accordance with Chapter 7, DoD 5105.38-
M:

a. (*) Prospective purchaser,

b. (*) DoD component;

c. (*) Case designator,

d. (*) Total dollar value (amount to be the same as that entered on line (13) of the LOA) *
and the dollar value of major defense equipment;

e. (*) Description and quantity or quantities of all articles and/or services under
consideration for purchase (to include all MDE and non-MDE items, segregating the MDE items
and indicating the MDE value);

f. (*) Expected security classification of the sale after statutory notification (If the sale is
"to be classified, cite rationale and attach justification.);

g. (*) Sales commission or fee paid, offered, or agreed to be paid (See Note 1);

h. (*) The impact of such sales or transfers on the readiness of US forces;

i. (*) The adequacy of reimbursements to cover, at the time of replenishment to US
inventories, the replacement costs of items sold or transferred;

j. (*) If reimbursements are inadequate, impact and justification for such disparity,

CLASSIFIED BY: *(See Section 703)

(CLASSIFICATION)

TABLE 703-5. Statutory Notification Data. (Page 1 of 2)
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(CLASSIFICATION)

k. (*) Sensitivity of technology contained in the defense articles or services
proposed to be sold (see Paragraph 70302.B.3. for definitions, Note 2 below for entry
requirements, and Table 703-6A for details of required data and format);

I. (*) Previously reported under DSAA(Q) 1138 Report requirements? If so, for

which fiscal year quarter?

m. (*) Third party transfer certification;

(1) Name of the proposed third party recipient of these articles, training or other
defense services;

(2) Reason for the proposed transfer,

(3) Date on which such transfer is proposed to be made;

n. (*) Security classification of the LOA after statutory notification (If the LOA will
be classified, cite rationale and attach justification.);

o. (U) Action officer's name, office, and telephone number (For individuals located
in the Washington area provide commercial number, others are to provide DSN and commercial
numbers.).

Attachments (See Note 3 below.):

(CLASSIFICATION)

(*) Indicate required security classification paragraph markings per Section 703.

Note: 1. Information supplied under g. shall be in the same detail as is required to be
supplied under l.j. of Table 703-3.

Note: 2. Whenever a proposed sale involves no transfer of sensitive technology or
classified information, the word "None" will be entered under this heading. Whenever the transfer
of sensitive technology or classified information is involved, the words "See Attachment
will be entered under the heading and the data specified in Table 703-6A will be attached to the
submission if required and previously not provided.

Note: 3. If the prospective Purchaser is an exempted entity attach the Military Justification
(Table 703-4) and, if required, the Sensitivity of Technology (Table 703-6A). Also, if LOA or
other information related to the sale are to be classified per paragraph f. and/or n. above, attach the *
required justification.

TABLE 703-5. Statutory Notification Data. (Page 2 of 2)
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TABLE 703-6A
SENSITIVITY OF TECHNOLOGY DATA

(CLASSIFICATION)

SENSITIVITY OF TECHNOLOGY (U)

(*) A description of the sensitive, as well as classified, components of any equipment,
technical data, training, services, or documentation (to include the specific classification of each) is
required to be conveyed in connection with the proposed sale. The input will address not only
sensitive technological information contained in equipment components or technical documentation
contained in the sale, whether classified or not, but also restricted information contained in
classified components or classified documentation required to be released in connection with the
sale. The equipment components, types of documentation, or technical data containing the
sensitive information are to be identified and the reasons for considering it sensitive information
should be provided. Whenever the transfer of classified defense equipment or classified
documentation is required, the classified components or types of documentation containing the
classified information are to be identified along with the reasons for the classification. A brief
description should also be provided regarding anticipated consequences if the technology is lost to
a technologically advanced or competent adversary.

(*) When release of classified or sensitive technology is within classification guidelines for
disclosure to a specific government as stipulated in National Disclosure Policy (NDP- 1), a separate
paragraph should be included to state that "a determination has been made that the recipient
government can provide substantially the same degree of protection for the technology being
released as the U.S. Government." That paragraph should also include a statement to the effect
that the sale is necessary in furtherance of the U.S. foreign policy and national security objectives
as outlined in the policy justification portion of the notification.

(*) When an exception to NDP-1 has been granted for release of the classified or sensitive
technology, a separate paragraph on the sensitivity of technology statement should provide
information to the effect that: the sale is necessary in furtherance of the U.S. foreign policy and
national security objectives outlined in the policy justification and the benefits to be derived from
the sale, as outlined in the policy justification of the notification, outweigh the potential damage that
could result if the sensitive technology were revealed to unauthorized persons. Additional
justification for granting the exception to NDP-1 such as that included in the request for the
exception should also be provided.

(*) As the final paragraph of the submission, one of the following statements must be
included: "(C) release of this technology is within classification guidelines for disclosure to
(indicate ountry) as stipulated in National Disclosure Policy (NDP-1)." or, "(C) An exception to
national disclosure policy (NDP-1) was granted for (indicate countr) on (indicait..date for the
release of (indicate security classification level) information pertaining to (indicate in)."

TABL:E 703-6A. Sensitivity of Technology Data.
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CLASSIFIED BY: (See DOD 5105.38-M, Chapter 7, Section 703.)

(CLASSIFICATION)

(*) Indicate required security classification paragraph markings per Chapter 7, Section 703.

Note: For explanation of terms and details see Chapter 7, Paragraph 70302.B.3.

(CLASSIFICATION)

TABLE 703-6A. Continued.
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TABLE 703-6B

ENHANCEMENT OR UPGRADE OF SENSITIVITY OF TECHNOLOGY OF
ITEMS PLANNED TO BE DELIVERED, SECTION 36(b)(5)(A) REPORT

MEMORANDUM FOR (OR LETTER TO) THE COMPTROLLER, DSAA
(ATTENTION: FMSCD) (U)

SUBJECT: Enhancement or Upgrade of Sensitivity of Technology of Item(s)

Planned to be Delivered, Section 36(bX5)(A) Report (U)

1. The following data are provided in accordance with Chapter 7, DOD 5105.38-M:

A. (*) Purchaser:
B. (*) DOD Component:
C. (*) Case Designator:
D. (*) Section 36(b)(1) Certification Number:.

2. A. (*) Description of the manner in which the technology or capability has been
enhanced or upgraded, including the significance of such enhancement or upgrade from the level
previously described in the original Section 36(b)(1) Certification:

B. (*) Estimated net cost of enhancement or upgrade:

C. (*) Item(s) or service(s) to which change(s) apply (indicate whether MDE):

D. (*) Next planned delivery date of item(s) or service(s):

E. (*) Detailed justification for the sale of such enhancement or upgrade:

Attachment: Copy of original Section 36(b)(1) Notification.

CLASSIFIED BY: (See DOD 5105.38-M, Chapter 7, Section 703.)

(CLASSIFICATION)

(*) Indicate required security classification paragraph markings per Chapter 7, Section 703.

TABLE 703-6B. Enhancement or Upgrade of Sensitivity of Technology of Items

Planned to be Delivered, Section 36(b)(5)(A) Report.
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TABLE 703-6C

STATUTORY NOTIFICATION DATA ON ENHANCEMENT OR UPGRADE
OF CAPABILITY OR SENSITIVITY OF TECHNOLOGY

(CLASSIFICATION)

MEMORANDUM FOR (OR LETTER TO) THE COMPTROLLER, DSAA (ATTN:
FMSCD) (U)

SUBJECT: Data for Statutory Section 36(b)(1) AECA Notification of Enhancement or
Upgrade of Capability or Sensitivity of Technology, Section 36(b)(5)(C) (U)

1. The following supporting data are provided in accordance with Chapter 7, DOD 5105.38-M,

regarding items or services that are proposed to be added to a previously notified sale.

A. (*) Prospective Purchaser:

B. (*) DOD Component and Case Designator(s):

C. (*) Original Congressional Notification number and previously notified dollar value:

D. (*) Estimated net cost of enhancement or upgrade of capability or sensitivity of
technology:

E. (*) Description and quantity of the items and/or services for which enhancement or
upgrade of capability or sensitivity of technology is proposed (which items are being enhanced?):
Include all major defense equipment, defense articles or services; or design and construction
services, segregating them by dollar values:

F. (*) Description of enhancement or upgrade of capability or sensitivity of technology
(what is being done to provide the enhancement or upgrade?):

G. (*) Expected security classification of the sale of the enhancement or upgrade in
capability or sensitivity of technology (if it is to be classified, cite rationale and attach justification):

H. (*) Sales commission, fee, etc., paid, offered, or agreed to be paid on the
enhancement or upgrade in capability or sensitivity of technology (if none, so state):

I. (*) Identification and location of the prime contractor or principal contractor of the

enhancement or upgrade in capability or sensiti iity of technology:

J. (*) Estimate of the number of additional U.S. Government personnel and U.S.
contractor representatives required in the area of the prospective purchaser to implement the
proposed enhancement or upgrade of capability or sensitivity of technology and the number of
months each category of personnel will be needed:

TABLE 703-6C. Statutory Notification Data on Enhancement or Upgrade of
Capability or Sensitivity of Technology.
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K. (*) Has the proposed sale of the enhancement or upgrade in capability or sensitivity
of technology previously been reported in a DSAA(Q)1 138 Report? If so, for which fiscal year
quarter?

2. Provide detailed justification including reasons necessitating the sale of the item(s) or
service(s) in view of the sensitivity of such technology:

Attachment Copy of original Section 36(b)(1) Notification.

CLASSIFIED BY: (See DoD 5105.38-M, Chapter 7, Section 703.)

(CLASSIFICATION)

(*) Indicate required security classification paragraph markings per Section 703.

TABLE 703-6C. (Continued.)
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Dear

Enclosed for analysis and planning purposes is an unsigned advance copy of the "United **
States of America Letter of Offer and Acceptance," for FMS case [case designator].

Section 36(b) of the Arms Export Control Act requires that notificaion be given to the
Congress of the United States before the Department of Defense issues any offer to: (1) sell
defense articles and services, the estimated total costs of which are $50,000,000 or more, or (2)
sell major defense equipment, the estimated total costs of which are $14,000,000 or more. Section
36(b) further provides that the offer to sell not be issued if the Congress, within [ * ] calendar days
after receiving such notification, adopts a joint resolution stating in effect that it objects to the
proposed sale.

The Department of Defense has transmitted the required notification of the enclosed proposed
sale to the Congress on [date]. Assuming that the Congress does not object to this proposed sale, .
the enclosed LOA will be signed and issued to your Government by the authorized Department of ,
Defense representative on or about [date]. In the event that the Congress should object to this
proposed sale, you will be notified promptly of that fact.

Sincerely yours,

• For exempted Purchasers (Paragraph 70304), enter "15," for non-exempted Purchasers,
enter "30."

TABLE 703-7. Transmittal Letter for the Unsigned LOA.
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SECTION 704 - CASE MANAGEMENT

70401 THE SCOPE OF CASE MANAGEMENT.

A. The IA will assign a manager to each LOA. The LOA manager is defined as that *
individual who is designated to accomplish the task of integrating functional and inter- and intra-
organizational efforts directed toward the successful performance of an FMS case including closure *
after supply complete (see Paragraph 70401.D. below.]

B. Cases will vary in dollar magnitude and complexity. For example, a $2 billion sale of a *
major weapon system is extremely complex. A $100 million LOA for off-the-shelf replacement
spares is less complex. While the two are different in complexity and dollar value, they both
require emphasis and special management attention (even a very low value case may involve many
different functional activities), and both are managed in accordance with well-defined guidelines.

C. The case manager is the focal point for management activity. The task of the manager ,
is to ensure the objectives of the assigned case are achieved while adhering to applicable laws and *

regulations.

D. These objectives are threefold: (1) to successfully provide all articles or services **
included on schedule; (2) to provide these items within the stated value; and (3) to close the case as
planned. Successful performance is realized when the objectives of the case are met.

E. The manager acts as the focal point for case activities by coordinating and integrating *
organizational actions and resources assigned to SA functions. Critical decisions involving
managerial prerogatives must be coordinated with the case manager. *

F. The manager has a role in each of the major elements of the case: acquisition, *
programing, logistics and finance, and shall be involved in every aspect of planning and executing
assigned LOAs.

G. The case manager functions as an integrator and a generalist. There are no definite **
ground rules for determining where the manager is placed in the organization. This must be
decided by the IA. Management begins during P&A and LOA preparation and should include total
package concept/total package approach. Each FMS LOA must be assigned a manager no later
than the implementation date.

70402 CASE MANAGEMENT AUTHORITY. RESPONSIBILITY.
ACCOUNTABILITY. AND CONTROL.

A. The case manager should be guided by existing policies and management directives, *

and activities should be governed by these regulatory documents. Direct communications with ,
participating organizations is essential for day-to-day management; however, the manager's final
authority is limited to the chain of command, which means that the manager must use the
established lines of communication and authority.

1. Auhoiy

FMS LOAs require concentrated management effort. The case manager should ,
have the authority to take actions and task inter- and intra-organizational areas relating to financial,
logistics, procurement, and administration matters in day-to-day operations. A Charter for Case
Managers is at Table 704-1.
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2. Resnonsibilities.

The manager is responsible for all management aspects of the LOA (and resultant
FMS case). Responsibilities include:

a. Establish initial and long-range goals and objectives for execution.

b. Prepare a master plan, including a plan for closing the case when it is *supply complete.

c. Develop a financial and logistics management plan.

d. Approve plans of execution, scope, and schedule of work.

e. Review and verify funding/program requirements.

f. Integrate the program and logistics financial plan.

g. Initiate requirements.

h. Validate that costs are accurate and billed.

i. Respond to requirements of counterpart managers, functional activities, and
other supporting agencies in the resolution of interface or operating problems.

j. Initiate, when necessary, working agreements with supporting activities as
appropriate.

k. Analyze performance in relation to required performance specifications.

1. Maintain a complete chronological history (significant events and
decisions).

m. Provide status, progress, and forecast reports.

n. Ensure DIFS and IA records are in agreement.

o. Ensure that case records are retained in an identifiable location in accordance,
with the FMR and this manual. Comptroller, DoD issued a July 1988 memorandum directing that,
all documentation supporting a disbursement be retained indefinitely. Supporting documentation
will include those for recording obligations, proof of delivery/shipment, contractor/vendor
invoices, and disbursements.

p. Ensure that schedules are accurate and timely.

The documents listed below reflect the type of work that the case manager ensures are prepared and,
submitted. Each of the documents shall specifically identify the manager by name and
organization:
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DD Form 2061 Case Master Plan
Case Progress/Status/Performance Reports

DD Form 2060 Case Directives

Financial Analysis Case Closure Certificate

3. Accountability.

a. Effective LOA management is dependent upon the performance and
interaction of many organizations. If the performance of a supporting activity is deficient in regard
to a LOA, the LOA manager may not be able to meet objectives. The manager shall initially attep,
to resolve problems with the supporting activity. If this proves unsuccessful, then the probleL
shall be escalated.

b. The LOA manager is accountable for accomplishing the program on ,
schedule within LOA value and for closing the LOA as planned. As a minimum, the manager is *

accountable for all documents listed below:

Case Master Plan - especially closure *
Financial Analysis
Case Directiv -s
Case Progress/Status Performance Reports

4. Control.

a. An appropriate master plan shall be developed which separates the LOA into **
management components, indicates significant activities requiring coordination, and, in general,
establishes a time-sequence schedule for implementation. The plan will also specify the
participants and their assigned responsibilities. It should be prepared by the manager at the onset
of the LOA and updated as required.

b. The Case Master Plan will be tailored by the LOA manager to fit the **
complexity of the LOA. The Case Master Plan will consist of an LOA summary sheet as required
by DODD 7290.3-M and other documentation deemed appropriate. This is one control mechanism
for the manager to ensure events conform to the plan. Other mechanisms to be used are:

-- Periodic comparisons of actual versus programed deliveries and
associated costs.

-- Updating the Master Plan's program, supply/delivery and financial

schedules.

-- Facilitating the flow of funds from the LOA to the supporting activities.

These control procedures are designed to identify and isolate problem areas. When problems are
surfaced, corrective action initiated by the manager is essential to avoid potential program impacts.

c. Changes to the LOA or the implementation plan must be coordinated with
the LOA manager. There may be situations whereby higher authority may preempt the authority of *

the LOA manager, such as when final negotiations with FMS purchasers or diverted *
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deliveries. The preemptions should be promptly communicated to the case manager and potential
impacts should be documented for future reference.

70403 REPORTING REQUIREMENTS.

A. The case manager is responsible for keeping others informed of the progress, status,
problems, and resource requirements of the case. The case manager must use the normal channels
of communications to higher authorities and supporting activities to let them know what is needed
and how the case is progressing.

B. Existing information and reporting systems should be used to the maximum extent
possible in directing and controlling functions of case management. For optimum control of the
case, DOD Components shall determine information needed for case management based on the
needs of the case manager. The case manager should consider the following among other key
items essential for the information package: logistics performance versus case specifications,
availability of funds versus planned expenditures, actual cost of work performed versus budget
cost of work performed, programmed values of work remaining versus funds available in the case,
schedule revisions, and problems areas. A recommended listing of data elements is at Table 704-
2.

C. The DOD Component shall ensure procedures are established with supporting activities
to provide management information in support of the case. DOD Components should develop an
internal document that allows Service senior managers to easily review the status of a case against
established performance requirements and the LOA. The internal status document should address
the following four areas:

1. Deliveries. Are deliveries on schedule as outlined in the LOA?

2. Pricing, Are the prices of the ordered articles and services for each line of the
case compatible with the LOA estimates (within ten percent)?

3. Funding. Does the payment schedule accurately reflect financial requirements?

4. Closure. Can the case be closed within one or two years from supply
completion date, depending on the type of case involved?

70404. THE CASE MANAGER'S ROLE IN THE ASSIGNMENT OF TASKS.

A. The case manager shall have direct communication from the case manager's office to
key participants involved in support of a case. The direct line in communication is intended to
facilitate the resolution of day-to-day problems. It is emphasized that the case manager must still
operate within the organization's normal chain of command. Informal discussions may be
necessary between the case manager and supporting activities, followed by appropriate
documentation. Case managers cannot commit the case implementing agency except through
coordinated written direction.

B. Tasks in the areas of acquisition, logistics and finance will be assigned to supporting
activities using normal operating rules. The supporting activity which accepts the work assignment
agrees to specific, measurable objectives and to detailed task descriptions, specifications,
milestones, and budgets for the work assignment. The supporting activity is then responsible for
the work effort in terms of meeting its objective on time and within the available budget.
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70405. PERFORMANCE SPECIFICATIONS AND MEASUREMENT
-STANDARDS.

A. The case manager's performance will be monitored by comparing actual output with
that planned. The idea of assigning responsibility to the case manager for a time schedule, specific
set of outputs, and funding limitation tends to establish a performance specification which is useful
in judging the effectiveness of case managers. In other words, the case manager's performance
specifications that could be considered for the purpose of measurement standards are primarily the
three objectives:

1. To accomplish the case (performance) on schedule.

2. To accomplish the case within the case value.

3. To close the case as planned.

B. The case progress shall be reviewed on a recurring basis to verify that the case activities
are proceeding according to planned events.

70406. FORMAL TRAINING TO MEET SPECIAL REOUIREMENTS OF THE
CASE MANAGER.

A. The DOD Component must ensure that individuals assigned as case managers receive
adequate training. The following DISAM courses, as applicable are suggested as a part of a
training plan for a case manager:

-- CONUS
-- Financial Management
-- Case Management
S-- Training Management

B. In addition, internal training should be conducted within the implementing agencies to
cover the organization's FMS procedures and to rectify any perceived case management
inadequacies.
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TABLE 704-1

CHARTER FOR CASE MANAGER

The case manager has responsibility for total case management from assignment through case
closure. The case manager operates within the chain of command to direct the necessary action to
satisfy case requirements. The case manager ensures that the case (performance) is accomplished
on a schedule, within case value, and closed as planned. The case manager manages the case
through reviews, visits, surveillance of reports, and correspondence. The case manager integrates
the efforts and ensures timely resolution of problems surfaced by supporting activities.

TABLE 704-1. Charter for Case Manager.
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TABLE 704-2

CASE MANAGER DATA ELEMENTS

RSN Level Program

- Direct Program Value
-- Section 21 (specify Publications/Training)
-- Section 22 (specify GFM/GFE)

-- Indirect Program Value
-- R&D
-- Rental
-- CAS
-- Nonrecurring Production
-- Administrative Fee

-- Accessorial Value/Costs
-- Type of Financing
-- Commitments/Obligations
-- Transportation
-- Performance Sources
-- Requisition Status
-- Contract Data

LOA Closure Data .

-- Reports of Discrepancies
-- RepairIData
-- Training Data
-- Obligational Authority
-- Commitments by Fund Cite
-- Obligations by Fund Cite
-- Physical Deliveries Quantity/Value
-- Financial Deliveries
-- Work-in-Process
-- Expenditure Authority
-- Payment Schedule
-- Billed to Date
-- Delivered to Date
-- Collections
-- Accounts Receivable
-- Disbursements at LOA and Line Level

NOTE: This is a representative list of potentially useful data elements. It is not all inclusive and
some data elements listed may not be required for a specific LOA.

TABLE 704-2. Case Manager Data Elements.
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CHAPTER 8
FMS CASE PERFORMANCE

SECTION 800 - CASE IMPLEMENTATION AND EXECUTION

80001 IMPLEMENTATION.

A. After receiving the initial deposit, together with a copy of the accepted LOA and the
applicable request for obligational authority (O/A), SAAC issues O/A to the cognizant
implementing agency (I/A), e.g., MILDEP. The O/A is evidence that proper acceptance, including
cash deposit, has been received and the FMS case may be implemented.

B. The DD Form 1513 provides the basic information concerning, and authority for, a
given FMS case. However, a DD Form 1513 by itself may not be sufficient to permit an FMS
case to be implemented. In this regard, I/As may issue case implementing instructions to
applicable activities within the DOD. Implementing instructions will state that implementation is
subject to receipt of O/A.

C. The following procedures have been developed to handle requests for emergency
obligational authority (O/A):

1. Implementing Agencies (IA) will limit requests for emergency O/A to true
emergency situations (e.g., where normal O/A processing time would exceed training start dates,
contract award dates, etc.).

2. Requests for emergency approval of O/A will be directed to SAAC/FSRC.

3. IAs will establish official points of contact to receive, evaluate and relay to SAAC
legitimate request for emergency approval of O/A.

a. IAs will provide the name, office symbol, and telephone numbers of.their
point(s) of contact to SAAC/FSRC.

b. All IA requests will be relayed to SAAC through these offices.

c. Any requests received by SAAC from other persons will be referred by SAAC
to the appropriate IA point of contact.

4. LAs will provide SAAC with any available documentation to support the emergency
approval request (e.g., copies of signed LOAs, messages from SAOs stating that LOA and/or
initial deposit are in USG hands).

5. IAs will insure that DD Form 2060, "FMS Obligational Authority," has been
provided SAAC via the IA Customer Order Control System (COCS) prior to requesting emergency
approval of O/A.

6. Upon confirmation of an emergency O/A requirement from an authorized point of
contact, SAAC will immediately enter the required O/A ceiling in the applicable COCS.
Subsequently, based on SAAC receipt of DD Form 1513 (facsimile acceptable) and initial deposit
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(if required), the associated LOA will be implemented in DIFS and O/A ceiling released via *

automated DD 2060 (RS) transaction within two work days.

7. Exception to this procedure may be granted on a case-by-case basis by DSAA-
COMPT-FMD.

890302 EXECUTION. **

A. The LOA execution phase is usually the longest. It is that phase during which the
articles or services purchased through the LOA are actually produced/ performed by the MILDEP
under the authority of the LOA.

B. The means by which the USG fulfills the requirements of the FMS program depend on
the nature of the items being furnished. A typical program involves the procurement of articles
from new production, as well as providing selected articles from government stocks. The
complete system then may be composed of both contractor-furnished and government-furnished
equipment, subsystems, and materiel. Items to be procured are contracted for by cognizant DOD
buying activities. FMS requirements may be consolidated with USG requirements or placed on a
separate contract, whichever is more expedient and cost effective. FAR piovisions applicable to
DOD also apply to procurements for FMS.

C. Acquisition actions for FMS are carried out by USG activities in the same manner and
using largely the same internal management organizations as for USG programs.

D. Logistics (acquisition, supply, transportation, maintenance, and training) includes the
functional areas which execute the LOA. Financial management is also inherent to the execution
phase.

E. As a part of the discussion of the execution phase, it is advisable to re-visit the
TPA/Total Program Concept. The TPA is a means of insuring that FMS customers are afforded
the opportunity to plan for obtaining support articles and services required to efficiently introduce
and operationally sustain equipment considered for purchase. The key word is "sustain." Any one
who has responsibility for P&A or LOA preparation must be able to offer the complete package for
sustainability to the purchaser. In addition to the system itself the four major categories that we
should consider in the TPA include: training, technical assistance, initial support, and follow-on
support.

F. DOD 7290.3-M, Chapter 6, requires the orderly maintenance of LOA files. It is
emphasized that well organized files, in a readily identifiable location, provide an audit trail for
FMS management reviews, LOA closure, and other management actions.
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] ~SECTION 801 - ACQUISITON FOR FMS

80101 DOD REGULATIONS AND PROCEDURES.

A. Comoliance with DOD Regulations. In keeping with the DOD policy, acquisition
for FMS purchasers will be in accordance with U.S./DOD regulations and procedures. This affords
the foreign purchaser the same benefits and protection that apply to DOD procurement and is one of
the principal reasons why foreign governments and international organizations prefer to procure
through FMS channels.

B. Federal Acquisition Regulation. The DOD is authorized to enter into contracts for **
the purpose of resale to foreign governments or international organizations. The FAR shall apply to
all purchases and contracts made by the DOD for acquisitions in support of FMS. Some of the most
pertinent sections of the FAR and the Defense FAR supplement relaf~ve toFMS are listed below:

EAR FAR SUPPLEMENT

1. Acquisition for FMS Subpart 225.73

2. Agents Fees and Commissions Subpart 3.4 225.7303-4

3. Options- FMS Subpart 217.2

4. Contract Type Risk - FMS 215.971-3(d)(3)(iv)

5. Costs of Doing Business with
a Foreign Government 225.7303-2

6. Selling Costs 31.205-38 225.7303-2(a)(2)(i)

7. Recovery of Nonrecurring
Costs Part 270

8. Other Than Full and 6.302-4 206.302-4
Open Competition--
International Agreement

9. Applicability of Acquisition 246.770-6
Warranties to FMS

C. Acquisition Notification of FMS Requirements. In accordance with Section
225.7302 of the Defense FAR Supplement, when the acquisition for FMS is expected to involve a*
contract in excess of $10,000 that is to be awarded noncompetitively (for example when the FMS,
purchaser requests a specific sole source), prices, delivery data and other relevant information shall
be requested from the prospective source and the request shall indicate that the information is for the
purpose of a potential sale under FMS and shall identify the prospective FMS purchaser(s).

80102 FMS CUSTOMER REOUESTS FOR SPECIFIC SOURCE.

A. J•.,j..frigX. DOD policy provides that procurements made for FMS will comply with
U.S. government acquisition regulations and procedures. When procurement is required to meet an
FMS requirement for defense articles and/or services, to the maximum extent possible, the
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competitive procurement process will be utilized. Authority for sole source procurement can be
considered when the purchasing country makes a specific written request and provides sufficient
rational for obviating the benefits of the competitive process.

B. Sole Source D sination. As described in Defense FAR Supplement 225.7304, the •
FMS purchaser may ,- quest that a defense article or defense service be obtained from a particular
source. In such cases, FAR 6.302-4 provides authority for the U.S. government to contract on a
sole source basis. The purchaser request should be contained in a letter of request for an LOA or an
amendment to an existing LOA. The request for sole source must also provide the basis and
justification for the sole source and may be for a prime and/or sub-contractor source. Sole source
prucurement designations under accepted FMS LOAs will be submitted by the DOD component
security assistance director to the applicable contracting activity in order to exercise the FAR
authority.

1. Foreign Purchaser Request. Foreign purchaser sole source requests may be
honored (See Defense FAR Supplement 225.7304) only when the sole source designation is based •
upon the objective needs of the FMS purchaser as stated by the purchaser and DOD component
security assistance director approval is obtained. Accordingly, a letter requesting a specific item(s)
and/or service(s) from a specifically identified firm or other supplier must be addressed by an
authorized official of the purchasing government through the chief of the security assistance
organization (SAO) in country, or by the Defense Attache or comparable official of the purchasing
government in the United States, to the DOD component security assistance director whose
component has procurement cognizance for the required item/service. If from an overseas activity
of the purchasing government, this written request should be submitted via the SAO in country.
The letter must provide the basis and justification for a sole source request. To the maximum extent
possible submission through the SAO is preferred. The request shall not be honored in any case of
patently arbitrary, capricious or discriminatory exclusion of other sources. The number or
frequency of sole source requests should be kept to the absolute minimum; however, there may be
situations where for programmatic reasons sole source procurements is necessary and justifiable.
Situations where sole source procurement may be justifiable could include, but are not limited to, the
following situations:

a. When one of the numerous suppliers can deliver faster and the situation is
urgent enough to forego the benefits of the competitive process.

b. Whei awe procurement of a non-standard item which is out of the DOD buying
pattern has been approved because of a country request and a specific source has been identified by
the country; i.e., obsolete items no longer supportable by DOD. This could occur in countries with
predominantly MAP merger funded programs since MAP merger funds can be utilized only for
FMS programs; therefore, such a purchasing country may not have the capability of buying on a
direct basis.

c. When the country has an established history of procurement for articles or
services from a particular prime source and to change would adversely affect an ongoing program.
For example, this would include an ongoing maintenance program wherein a particular prime
contractor is providing technical assistance or other services under established agreements.

d. When the designated source has won the foreign purchaser's own source
selection competition and the purchaser advises of its desires. Specific evidence as to the
competitive process should be included in the justification.
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e. When the country has established a history of procurement for articles or
services from a particular prime source and needs to continue procurement from that source to
continue standardization of equipment with consequent benefits of logistics support. This could
include spares for support equipment or other single vendor integrity (SVI) subcontracted items.

2. J• vi ls.ah. Proposed DOD component disapprovals of sole source requests
will be coordinated with DSAA Operations.

3. SAO Responsibilities. When possible, the SAO in country will review specific
country requests, advise the country of any necessary changes, and subsequently forward the
request with any necessary comments and/or recommendations to the appropriate DOD component
security assistance director for approval. The original copy of the request must be forwarded.
Advance copies, in message format, must be quoted in their entirety, including the date and the
signature block when they are forwarded to the DOD component for approval. The original request,
if approved, will be retained in the contract file.

4. Subcontractor Sole Source Designation. The FMS purchaser may also
request that a sole source subcontract be placed with a particular U.S. firn. The DOD contracting *
officer will honor such a request for subcontractor placement on the same basis as indicated above
for prime sources. It should be noted that the designation of subcontractors carries a risk which
should be brought to the attention of the FMS purchaser. In the event that problems in the
performance or integration of the component are experienced and are attributable to its
characteristics, the specifications may be held to be defective in that respect and any increased costs
incurred by the prime contractor in correcting or attempting to correct the problem may be recovered
by the prime contractor. Since by law such additional costs must be borne by the FMS purchaser,
the purchaser should be advised of this potential expense at the time the sole source designation is
requested.

5. Out of Channels Requests. Request for sole source procurement received
outside of the channels outlined in sub-paragraph 2.a. above must be forwarded to the applicable
DOD component security assistance director for appropriate action. The original of the request must
be forwarded. When a sole source request is forwarded in message format, the entire text of the
country request, including the date and the signature block, must be quoted.

6. Coordination with Contracting Officers. When possible, the sole source
request should be processed to the potential contracting officer for information and advice during the
P&A process. The contracting officer will be provided a copy of the accepted LOA containing the
sole source designation. This is especially important when the contracting activity is separate from
the activity responsible for the LOA, e.g., LOAs prepared by a MILDEP which contain items which
will be procured by the Defense Logistics Agency.

C. Timing of Sole Source Requests. To avoid the additional delay and workload
involved in revision of an LOA, requests for sole source procurement should be made when the
request for preparation of the LOA for defense articles or defense services is transmitted to the U.S.
government. However, if a request can be honored without excessive delay or undue disruption of
the procurement/acquisition processes, it may be made and accepted anytime prior to formal
acceptance of the LOA by the FMS purchaser.

1. LOA Presentation. The applicable LOA must specifically identify the country
sole source designation. The following note will be utilized in the LOA when sole source
designation is approved.
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SUPPLEMENTAL CONDITION W00CKXXKICKXXUD: Sole-Source Procure-
ment. Paragraph Al of Annex A (General Conditions) of the Letter of Offer and
Acceptance states in part: "Unless the purchaser has requested that a sole source
contractor be designated, and this Letter of Offer and Acceptance reflects acceptance
of such designation by the DOD, the purchaser understands that selection of the
contractor source to fill this requirement is solely the responsibility of the
Government of the United States (hereinafter referred to as USG)." By letter dated
(XXXXXXXXX) the purchaser has requested that (name of specific firm or other
private source) be designated as (prime contractor) or (subcontractor) for
line/items(s) Q K ) .. of this Letter of Offer and Acceptance. This
supplemental condition is evidence that DOD has accepted such request of the
purchaser and that such designation is required at the written direction of the
purchaser.

2. LOA Amendment or Modification. The designation of sole source
procurement for an LOA which has already been accepted by the purchaser would be an exception to
policy as outlined above. If the situation does occur, addition of the supplemental condition should
normally be added by an Amendment. The IA may determine that use of a Modification is justified *
when the sole source request is made by the official who requested the LOA, his replacement, or an
official known to have equivalent or greater authority than the official who signed the LOA.

D. FMS Purchaser Involvemeni The purchasing activities of defense components and
prime contractors shall implement FMS requirements using normal procurement and contract
management procedures as set forth in the FAR, other directives and pertinent contractual
provisions. Representatives of the FMS purchaser shall not be permitted to review bidders' mailing
lists or slates of proposed architect engineer firms, nor shall they be permitted to direct the deletion
of names of firms from such lists or slates. They may, however, suggest that certain firms be
included. The defense components should fully control the procurement and contracting process
and contractual provisions. Representatives of the FMS purchaser will not normally participate in
contract negotiations. The defense components shall not accept directions from the FMS purchaser
as to source selection decisions or contract terms (other than the special contract provisions and
warranties referred to in condition A.2 of the LOA), nor shall the FMS purchaser be permitted to
interfere with a prime contractor's placement of his subcontracts. However, to the extent permitted
above, defense components may honor an FMS purchaser's request for the designation of particular
prime or subcontract source for defense articles or defense services. Requests by the FMS customer
for rejection of any bid or proposal shall not be honored unless such rejection is justified on the
basis of reasons which would be sufficient in the case of a procurement made by the DOD to meet
its own needs.

80103 SALES COMMISSIONS AND AGENTS FEES.

A. Determination of a Bona Fide Agent. FAR sets forth the criteria to be used by the
contracting officer or head of the procuring activity (HPA) in determining whether an agent(s) is
bona fide. When an agent(s) has been determined to be bona fide., based on FAR, the following
procedures will be followed with regard to the inclusion of sales commissions and fees in FMS
cases:

1. Prior Notification to Purchasing Government. Unless the purchasing
country or international organization has indicated to the contrary, all sales commissions and fees
anticipated to be included in FMS cases shall be made known to the purchaser prior to or in
conjunction with the submission of the LOA to the purchaser. Such advice will include: (a) the
name and address of the agent(s); (b) the estimated amount of the proposed fee, and the percentage
of the sale price; and (c) a statement indicating one of the following, whichever is applicable:
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(1) appropriate officials of DOD consider the fee to be fair and reasonable; (2) in the event that only
a portion of the proposed fee is considered to be fair and reasonable, a statement to this effect
together with the rationale therefor, or (3) the USG cannot determine the reasonableness of the
proposed fee. This statement will normally be included as a "Note" to the LOA. Such a Note may
also include the contractor's explanation and/or justification for the proposed fee, together with any
other data requested by the purchasing country or international organization. The Note will also
include a statement that acceptance of the LOA by the purchaser, with inclusion of the Note, will
constitute the purchaser's approval of the sales commissions and fees involved.

2. Ex-Post Facto Notification to Pnrchasing Country or International
f.rganizateon. When it is not possible to determine prior to presentation of the LOA whether the
price quoted for the articles or services includes sales commissions and-fees, the purchasing country
or international organization will be notified as soon as possible if, in the course of subsequent
contract negotiations, it appears that a charge for sales commissions and fees will be claimed by the
contractor. This notification will include the information in paragraph a. above, along with a
statement that, unless contrary advice is received from the purchasing country or international
organization within 30 days of the date of the notification, the DOD will determine whether to accept
such a charge as a valid cost in the contract. No sales commissions and fees will be accepted by the
contracting officer prior to expiration of the 30 day period.

3. Coordination with the DSAA.

a. All LOAs which specify that a sales commission or fee is included in the case
will be coordinated with DSAA Operations, regardless of the dollar value of the case, prior to an
LOA dispatch to the requesting country or international organization. LOAs which carry the
notation that no sales commissions and fees are included in the case do not require coordination with
the DSAA except as may be required by other policies and procedures which may be in effect.

b. All correspondence with a foreign country or international organization on the
subject of agents fees relative to P&A data or an LOA will be coordinated with DSAA Operations ,
prior to dispatch.

c. All ex-post facto notifications of an agent fee to a foreign country or
international organization will be coordinated with DSAA Operations prior to dispatch.

d. The submission to DSAA Operations of all LOAs or ex-post facto notifications
for coordination shall be in writing, shall contain a certification that the agent is bona fide. in
accordance with the criteria set forth in FAR, and shall provide the rationale for reasonableness or an
explanation if the reasonableness of the fee cannot be determined.

B. FMS Agent Fee Ceiling. Allowable costs for sales commissions and fees applicable
to contracts for FMS shall not exceed $50,000 per contract (including all modifications and
subcontracts thereto), per country. Although commissions and fees may be less than $50,000 per
contract, all such commissions and fees must be justified and supported based on the criteria cited in
the FAR.

C. Disallowance of Agents Fees.

1. No fee shall be accepted by the contracting officer if such fees are disapproved by the
purchasing country or international organization.

2. If, in making the determination required by FAR, the contracting officer or head of
the procuring activity (HPA) determines that an agent is not bona fide. for reasons other than
reasonableness of fee, no LOA will be tendered pending withdrawal by the prospective contractor of
the fee for such agent from his proposal.
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D. Exceptions to Notification Procedures.

1. The procedure contained in paragraph A.1. above will not be followed in the case of
Australia, Egypt, Greece, Israel, Japan, Jordan, Korea (Republic of), Kuwait, Pakistan, ,
Philippines, Saudi Arabia, Taiwan, Thailand, Turkey, and the Venezuelan Air Force. At the request
of these governments all LOAs issued to these countries will include one of the following
statements:

(For Saudi Arab "All U.S. Government contracts resulting from this Offer and Acceptance shall
contain one of the following provisions, unless laws of the Kingdom of Saudi Arabia call for
prescribing sales commissions or agents' fees, and payment thereof is approved in writing by S.A.G.
before contract award:"

(F other countries nted an i) "AD U.S. Government contracts resulting from this Offer
and Acceptance shall contain one of the following provisions, unless the sales commission and fee
have been identified and payment thereof approved in writing by the Government of L ) before
contract award."

a. For firm fixed-price contracts or fixed-price contracts with economic price
adjustment:

"The contractor certifies that the contract price (including any subcontracts awarded
hereunder) does not include any direct or indirect costs of sales commissions or fees for contractor
sales representatives for the solicitation or promotion or otherwise to secure the conclusion of the sale
of any of the supplies or services called for by this contract to the Government of ( ."

b. For all other types of contacts:

"Notwithstanding any other provision of this contract, any direct or indirect costs of sales
commissions or fees for contractor (or subcontractor) sales representatives for the solicitation or
promotion or otherwise to secure the conclusion of the sale of any of the supplies or services called
for by this contract to the Government of L shall be considered as an unallowable item of cost
under this contract."

2. Accordingly, approval of sales commissions and fees must be sought and obtained
prior to contract award unless the contractor certifies that no such fee or commission is included in
the cost of the contract.

E. Proprietary Information. Inclusion of a "Note" to the LOA with respect to sales
commissions and fees shall not be deemed, with respect to distribution and availability of LOAs, as
altering the proprietary nature, if any, of such data for the purpose of 18 U.S.C. 1905.

F. Agents Fees for Commercial Contracts. Agents fees for direct commercial
contracts financed with FMS credit funds will be limited to $50,000 per contract. It is the
responsibility of the contractor to prove that payments of any agents fees in excess of $50,000 are
not financed with FMS credit funds.

80104. APPOINTMENT OF AN AGENT.

A. Policy It is USG policy to deal directly with a foreign government of international
organization for the purchase of defense articles via Foreign Military Sales procedures. An agent
may be designated by a foreign government for the accomplishment of the following purpose only:
to act as an agent for the receipt of FMS Government Furnished/Spares/Support items which are
required by that agent to enable the (manufacture/assembly) (repair/rehabilitation) of defense items
purchased on a direct basis by the foreign purchaser. The following form letter, which designates
such an agent, should be used and a foreign government request signed at the Minister or Deputy
Minister of Defense level.
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B. Form Letr **

Director
Defense Security Assistance Agency
Room 4E837, The Pentagon
Washington, D.C. 20301-2800

Dear Sir:

The Government of [country] hereby appoints [name] whose address is
[address] as its Agent for the purpose of receiving deliveries of the following items:
Above items will be used for the [manufacturelassembly/repair/ rehabilitation]* of the
[program]. Said Agent is hereby authorized to sign in the name of the Government
of [country] as its Agent for the receipt of these items as indicated by the shipping
instructions contained in the LOA. The Government of [country] undertakes to
instruct [name] as its Agent to maintain possession of the above specified items in
accordance with the LOA until transferred by such Agent of the Government of
[country].

Sincerely,

Such agency is acknowledged.

(Signature of Agent)

* Insert words describing the Agent's function.

80105 WARRANTIES. DoD normally obtains for FMS the same warranties on conformance **

to design and manufacturing requirements and against defects in material and workmanship as it
acquires for itself. These warranties are exercised within the ROD process and do not normally
require special actions by the Purchaser. Essential performance warranties are normally obtained
upon request, with acquisition and administrative costs borne by the Purchaser. Any warranty in
addition to LOA Standard Terms and Conditions section 6 should be described in a note or
supplemental condition on the LOA. The Purchaser should also be informed, in the LOA note or by
documentation such as a technical bulletin accompanying the item when shipped, of any steps
necessary to maintain or exercise rights under these additional warranties.
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I ~SECTION 802 - LOGISTICS

80201 GENERAL. The overall policy concerning logistics support is shown in Section
20202. This section provides guidance in logistics related areas not covered elsewhere in the
Manual.

A. Use of US Logistics System. Implementation of LOAs will be accomplished
within the existing organizational and procedural structure of the US military logistics, including
acquisition, system. Use of the DTS is an exception to this policy as discussed in this section.

B. Items to Reflect Favorably on US. Items provided wrider FMS will normally be
new or unused or, as a result of rehabilitation, possess original appearance insofar as possible and
have serviceability standards prescribed for issue to US forces. If the Purchaser desires
exclusively new equipment, this requirement will be stated in the I.OA. If the Purchaser desires
"as is/where is" items, this will also be stated in the LOA.

C. Purchaser Serice. Delivery performance directly reflects the degree to which the US
meets its FMS commitments and is therefore a key element of the supplier-customer relationship.
The importance of prompt and effective service to the Purchaser must be continually emphasized to
assure overall success in the attainment of FMS program objectives.

D. Discrenancv Relorting. Every effort must be made to provide the correct defense
article or service in the quantity and quality shown in the LOA. In order to take advantage of a
fresh audit trail, Purchasers should be reminded of the importance of reporting discrepancies as
soon as possible. RODS will be considered based on guidance in Sections 80206 and 1308.

E. Renair and Renlace Programs. The repair of FMS customer-owned articles
normally requires that the customer return a reparable article under an LOA established for that
purpose, and await the normal leadtime and pay the actual costs of repair. Under the FMR, pricing *
and billing of repair and replace programs are authorized in conjunction with mature CLSSAs. For
items covered by CLSSAs, DoD components may establish repair and return programs which
utilize replace and repair procedures. Initial billing will be based on the estimated repair cost with
adjustment to the actual costs as soon as possible after repair.

F. ILCS. The International Logistics Communication System has been developed for the
improvement of logistics communications service to SA countries, freight forwarders, and
contractors. DLA's DAASO, Dayton, OH 45444-5320 manages ILCS under DLA General Order
2-83, dated 10 January 1983 and DoDD 4000.25. As a stand-alone system, or in tandem with
processes such as Supply Tracking and Reparable Return/Personal Computer based (STARR/PC),
ILCS provides a computer-to-computer telecommunications capability which allows a subscriber to
exchange logistics related information with the DoD logistics community and other ILCS
subscribers.

80202 SECONDARY ITEM SUPPORT. Normally, materiel is furnished only when DoD
plans to assure logistic support for the expected service life of the materiel. This includes follow-
on spares support. Based on CLSSA or SDAF [AECA Sec 51(a)(3)] capitalization, SA
requirements for all items managed by DLA will be satisfied on the same basis as US forces in
accordance with UMMIPS. Guidance below pertains only to non-DLA managed items.

A. CLSS•s. Where a mature CLSSA is in effect, SA requirements will be satisfied on the
same basis as US force requirements in accordance with the UMMIPS. For CLSSA non-
programmed requisitions, the ICP head may approve issue of stocks below the secondary item
reorder point when he determines there will not be an unacceptable impact on US forces. The
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impact on secondary items must be considered whenever a total package of significant equipment
and support items is provided.

B. Non"L•5LS, . When a CLSSA has not been established, and the item is not a DLA
asset, the FMS Purchaser is not entitled to the same access to the US logistics system as US
forces. The ICP processing the requisition will generally issue on-hand assets only if they are
above the required item's reorder point level or PLT. Otherwise, the requisition will be placed on
backorder until expiration of the PLT, at which time the ICP will process the requisition in
accordance with the UMMWS.

C. E On an exception basis, ICPs may issue stocks below the reorder point to
fill non-CLSSA requirements if release will not adversely affect support to US forces. If it appears
that support to US forces will be adversely affected, ICPs will notify the requesting MILDEP in
writing. The notification will include information showing the stock status of the items involved.

D. Exeention Anecals.. After elevating the issue to the headquarters level, the MILDEP
may appeal the ICP decision not to issue stocks below the reorder point. The appeal shall be in
writing to DSAA and shall include information regarding stock status and a justification of why the
materiel should be released below the reorder point to fill non-CLSSA requirements in light of the
possible impact on US forces. DSAA will prepare a written response in coordination with Office
of USD(A&T).

E. Mass Exeeptions. It is intended that the practice of issuing stocks below the reorder
point to non-CLSSA customers be the exception and not the rule. It is further intended that a
careful review be made of each such instance in order that US forces' stocks are protected.
However, there are situations when numerous requisitions for an LOA must be processed
expeditiously. If the requesting MILDEP and the affected ICPs agree that a blanket waiver would
be the best way to be responsive to the requirement, a written request may be made by the
requesting MILDEP to DSAA for coordination with Office of USD(A&T). The request shall
explain why the process described in the preceding paragraphs is inadequate for responding to the
situation in question and for what period the blanket waiver should be in effect.

80203 DIVERSIONS AND WITHDRAWALS OF MATERIEL.

A. ladateon The following policies implement AECA Sec 21(i), 10 USC. Secs 133b
and 975, and Senate Appropriations Committee Report 99-176 of 6 November 1985:

1. Presidentially directed or SecDef initiated materiel allocations shall be accorded
sufficient priority through diversion of assets from other programs to assure accomplishment of the
directed allocation within the time period specified.

2. High priority FMS requirements may be met by diverting from production or
withdrawing equipment from US forces, providing the operational readiness posture of these
forces is not significantly lowered and payback can be accomplished within a reasonable time.
Such initial determinations will be made by the IA. Diversion or withdrawal which would impact
US National Guard or Reserve forces must be coordinated with DSAA, which will in turn
coordinate the proposal with the OASD/RA, pursuant to DoD Directive 1225.6. If tanks are being
withdrawn, a determination will be included in the required Congressional notification that the
proposed sale will not increase the shortage of tanks in the US National Guard or Reserve during
the current five-year defense plan. Should tanks need to be withdrawn from the US National
Guard or Reserve, Congress shall be advised of the plan to replace the specific tanks.
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3. Materiel being procured or stocked for FMS may be diverted to meet higher priority
requirements with the prior concurrence of the Director, DSAA who will, as appropriate, obtain
policy guidance from the Office of USD(P).

B. Ilnact Regort. The following is based on DepSecDef Memorandum, subject:
Allocation of Defense Materiel and Services Between US and International Requirements:

1. Under normal circumstances, IAs will fill SA requirements from production on a
first-in, first-out basis, utilizing normal PLT, unless DoD can meet urgent requirements from
earlier production without an undesirable effort on the combat readiness of US forces. There may
occasionally be instances when national security considerations and foreign policy objectives
indicate a requirement to deviate from this DoD policy by expediting delivery of equipment to a
foreign Purchaser. If such situations arise, and the IAs or OSD staff become aware that such
expedited delivery or the performance of FMS services by DoD personnel would appear to have an
undesirable effect on the combat readiness of US forces, the USD(P) will request the MILDEP
involved to provide its assessment of the situation to OUSD(P) and the Office of USD(A&T) for
OSD staff review. The USD(P) will refer the coordinated recommendation to the SecDef for
review and decision. Because of the importance of such decisions, it is essential that the Secretary
of the MILDEP personally verify these assessments and make the report to OUSD(P) and
OUSD(A&T) when such referral is required.

2. AECA Sec 21(i) requires a report by the President to Congress "with respect to any
proposal to sell, under this section (sales from stocks) or under the authority of Chapter 2B,
AECA, any defense articles or defense services, if such sale could have significant adverse effect *
on the combat readiness of the Armed Forces of the United States." There may be instances
where, in the view of the Secretary of the MILDEP, supply action would have an impact of
sufficient importance to warrant SeeDef review, but would not constitute a significant adverse
impact on DoD requiring a Presidential report to Congress. In each instance where the MILDEP
Secretary refers a potential impact case to the OUSD(P) and OUSD(A&T), the referral will include
an assessment as to whether --

a. Supply action would affect the operational readiness of the military service, or
have other important impacts which the Secretary considers warrant SecDef review, but which are
not serious enough to constitute a significant adverse impact requiring either alteration or
termination of the supply action, or an overriding Presidential report to Congress; or

b. Supply action would constitute a significant adverse impact within the meaning
of the law and, if taken, would require such a report to Congress. The term "significant" is
subjective.

3. The SecDef will make the final determination as to whether DoD will provide items
on an expedited basis and whether the impact of doing so is significant within the meaning of
AECA Sec 21 (i). The Secretary of the MILDEP should provide information in AECA
Sec 21(iX)1)(A) through (D) (i.e., the Purchaser, sale value, item description, and a description of
the effect of the sale on US Armed Forces combat readiness) and, in accordance with report 99-
176, a determination as to whether the sale will increase the shortage of tanks in the Army National
Guard and Reserve in the current five-year defense plan. If so, a plan to replace the tanks should
also be submitted.
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4. While the language of AECA Sec 21(i) pertains only to shipments from stocks,
impacts can occur when DoD diverts materiel from production and procedures outlined in A.2 still
apply.

5. Where the SecDef takes action to advise the President of the requirement for a report
to Congress, the SecDef will provide the analysis relevant to the justification and certification called
for in AECA Sec 21 (i)(1)(E), as well as a determination of whether a shortage of tanks will occur
in the National Guard and Reserve with an attendant replacement plan (if the withdrawal is for
tanks), as required by report 99-176. This latter tank determination and replacement plan must be
included in the President's report to Congress. In this connection, a "proposal to sell" within the
meaning of Sec 21(i) refers to a decision at an appropriate level of the USG to make a sale and to
direct the issuance of an LOA or signature of a document with comparable effect, and does not
refer merely to the receipt of a request for an LOA or the making of a recommendation with respect
thereto. No Presidential report is therefore required if the ultimate decision is not to make a sale.
AECA Sec 21(i) is also interpreted as being applicable to a situation in which the significant
adverse effect becomes apparent only after a sales conwact is concluded. However, no Presidential
report is required with respect to supply action under a sales contract where the supply action is
altered in order to avoid a significant adverse effect on US combat readiness which would
otherwise occur. The report required by 10 USC. Sec 118 is covered in Section 703 of this
manual.

80204 SYSTEM SUPPORT BUYOUT (Also See 20202.D.)

A. JIn .. gal tin. When it is determined that a weapon system is to become obsolete to
US forces, and the system is not supported under a CLSSA, the MILDEP responsible for logistics
support will:

I. Determine system Purchasers still believed to have the system in their inventories.

2. Advise Purchasers of a proposed system support buyout. This may be done by
offering a list of items or by identifying the systems to be phased out. On system phaseout, the
country should be allowed a minimum of two years to place a final order for spares to support the
system for its remaining useful life.

B. Postiulout. Subsequent to the expiration of the system support buyout, the
following is authorized:

1. Items with no demand for four years, including the system support buyout period,
may be processed for disposal.

2. Inventories of items which have continued to show demands during the four year
period may be retained and managed in support of SA requirements.

80205 REOUISITION PROCEDURES

A. Inform Purchasers. SAOs, lAs should take every opportunity to make inventory
management guidance (e.g., proper assignment of IPDs, requisition timing to balance inventories
and out of stock conditions, and requisitioning in economical quantities) available to the Purchaser
in order to utilize the requisition process effectively.
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B. In n. MILSTRIP requisitions may be initiated under implemented LOAs either by
the Purchaser or by the IA. IA Requisition Control Offices (RCO) will also verify requisitions
prepared by countries and convert requisitions received in other than MILSTRIP format when
appropriate. Requisi.ons for nonstandard items or for services are normally processed in letter
format.

C. Qontat. Service designated RCOs are:

1. A= . US Army Security Assistance Command, New Cumberland, PA 17070.

2. N&)W Navy International Logistics Control Office (NAVILCO), Philadelphia, PA
19111-5095.

3." Aire. Air Force Materiel Command, Wright-Patterson AFB, Ohio 45433- *
5000.

D. Priority. IPDs will be established under UMMIPS (DoDD 4410.6) based on FADs
established by JCS for each customer country and international organization and on UNDs,
assigned by the country or the RCO. Erroneous IPDs will be corrected by the reviewing activity.
Doubtful cases will be referred to the appropriate US, including SAO, or Purchaser representative
for clarification or correction.

E. DCD Delivery Commitment Date (DCD).

1. A DCD will be applied to LOAs that include a line for a principal item with no
corresponding RAD in the supply system. The DCD will be a three digit numeric code, the first
two representing the fiscal year and the third representing the quarter of the fiscal year when
shipment is to be made. The DCD, when applicable, should be placed in column (5) of the LOA. *

2. A Modification to LOA for notice of slippages of more than 90 days is required on *
DCD revisions but not on slippages of items controlled within the MILSTRIP RAD system. In the
event it is determined that such a slippage will occur, but a firm alternative delivery date cannot be
immediately established, a Modification will be provided to the Purchaser deleting the delivery *
date, providing an explanation of the circumstances involved, and containing a statement that an
additional Modification will be provided as soon as a new delivery date has been established. ,

F. IFBM The Delivery Forecast Date (DFD), provided by the IA with or within 120 days
after acceptance of the LOA, is the estimated date of delivery of the total quantity of the line item.
The DFD always occurs earlier than the DCD and is a true estimate of the forecast of deliveries
based on projected availability from procurement, rebuild, or other source.

G. tatus. An IA prepared MILSTRIP requisition status report will be made available to
the Purchaser on a quarterly basis. Reports will show requisitions open at the end of the report
period and requisitions shipped or cancelled during that period. Multiple line entries for the same
requisition will be reflected whenever a partial or split action is taken. The report will be prepared
at Country, LOA, and h-Country Service Designator level. Summary lines will be provided to
indicate the number of lines and dollar value by open requisitions, cancellations, and shipments.

80206 TRANSPORTATION OF FMS MATERIEL

A. General. This section is to provide information which will assist in managing the
transportation aspects of FMS purchases. Additional sources of information are the booklet
"Foreign Purchaser Guide to Freight Forwarder Selection" which is available for a small charge
from DISAM (see 10007), and which discusses management of the freight forwarder function, and
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the MAPAD, DoD 4000. 25.8. It is important that address changes be made immediately to keep
the MAPAD current and preclude misdirected shipments. The Purchaser may wish to consider the
establishment of a specific MAPAD address for payment of transportation charges.

B. Purchaser Responsible. DoD policy is that the Purchaser shall be responsible for
transportation and delivery of its materiel. DoD normally arranges delivery to the Purchasers'
agent at the designated delivery point. Purchasers utilize their own contract or freight forwarder
for delivery to the in-country destination.

C. DoD Asigt. DoD components concerned will provide technical assistance and
guidance to Purchaser representatives, including freight forwarders, in order to improve FMS
transportation support. Such assistance will include orientation in FMS transportation policies and
procedures, MAPAD information, M[LSTRIP/MILSTAMP documentation, ROD processing and
resolution of problems incident to DoD sponsored shipments. DoD components have no
intervening authority in prescribing the manner in which freight forwarder activities are managed.

D. Freight Forwarder. Purchasing country staffs in the US do not normally have the
capability to accomplish actions required for in-country delivery of FMS materiel. The freight
forwarder undertakes these responsibilities as an agent for the Purchaser and its function is an
essential and integral element of the transportation cycle. It is essential that the Purchaser provide
advice of shipping requirements to their freight forwarder, particularly regarding compliance with
US provisions for shipment of MAP or FMS credit financed material.

E. Terlimnology/Title. The point of origin, point of delivery, and passage of title to the
Purchaser are normally the same. If items are procured for shipment directly from a contractor,
this point will be the contractor's loading facility. If items are supplied from DoD stocks, this
point will be the DoD depot loading facility or, for Parcel Post, the nearest post office facility. For
excess materiel, this normally will be the location at which the materiel is being offered for sale.
When circumstances dictate, designation of other points of delivery are specified in the LOA. The
provisions of this title transfer policy apply to FMS shipments regardless of the mode of
transportation, type of transportation, documents utilized, or delivery code.

F. Aicrat When the LOA specifies that the USG will provide for movement of aircraft
to the point of delivery, one of two conditions prevail with regard to title:

1. Where additional ferrying is specified and the aircraft are not Purchaser-owned (title
not passed), the USG will accept title to the aircraft from the contractor, and title to the aircraft will
remain with the USG until arrival at the point of delivery, at which time title passes to the
Purchaser.

2. Where Purchaser-owned aircraft are being ferried under the terms of the LOA, the
Purchaser grants the USG possession of the aircraft. Under this condition, the title to the aircraft
remains with the Purchaser. The LOA will contain prescribed indemnification clauses.

3. The Purchaser assumes all risk of loss or damage since this is a USG service being
provided at no cost to the USG.

G. C Et anAL It is the Purchaser's responsibility to notify its freight forwarder of
LOAs utilizing FMF funds, including changes to accepted offers resulting in the use of FMF
funds, and to ensure that the shipment of materiel under these LOAs is made on US flag vessels
(see Section 903). In accordance with standard FMF terms, FMF proceeds may not be used to pay
ocean or air freight costs of carriage of defense items on vessels or aircraft of non-US Registry,
nor may such standard FMF terms be waived. For additional information on approved carriers,
the Purchaser may contact the Military Traffic Management Command Foreign Military Sales desk,
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Directorate of Inland Traffic, telephone (703) 756-1870. Cargo not purchased with US FMF *
funds may be moved utilizing Purchaser-owned/operated aircraft or vessels when conditions
permit this type of delivery (i.e., pilot pick-up by country-owned military aircraft or by naval
vessels).

H. Shipment Through DTS.

1. When required, exceptions to delivery policy will be noted on the LOA on a case-by-
case basis and approved by DSAA (Operations Directorate) with concurrence of OUSD(A&T). •
Procedures for shipment via the DTS are contained in the Military Traffic Management Regulation
and MILSTAMP, DoD 4500.32R. DBOF articles will normally be shipped to the POE as part of,
the article unit cost. Shipment through DTS to the point indicated for shipment of the following
types of articles is authorized on a reimbursable basis with pricing based on the FMR: *

a. Hazardous Sensitive Materiel. Firearms, explosives, lethal chemicals and,
when required, certain other hazardous materiel will be moved within the DTS or other US/DoD-
arranged transportation under US/DoD control on a GBL. To meet these requirements, the LOA
will require delivery FOB Vessel/Aircraft, CONUS POE, DTC 8. The onward movement of these
items may be effected by Purchaser-owned or controlled aircraft or Purchaser-owned, operated or
controlled surface vessels. For FMS shipments of hazardous and sensitive materiel which
normally must be shipped through the DTS, the Government of Canada (GOC), or the freight
forwarder as its representative, may ship these materiels inland to Canada by DTC 4 and CCBL,
but the GOC must arrange for transportation on approved DoD carriers through the DIS.

b. Oversize Air Cargo. Air cargo of such size that the item exceeds commercial
capability may be delivered to the overseas port of discharge through DTS using military aircraft.

c. Use of DoD Controlled Ports. FMS materiel which requires exceptional
movement procedures, such as sensitive and certain hazardous material (as defined in
DoD 4500.32-R, Vol. 1, Chapter 2, paragraph 12-15 Military Traffic Management Regulation
Chapter 226 and Title 49 CFR Part 170-179 and 397, and DoD 5100.76M), will be shipped
through CONUS water or aerial port facilities controlled by DoD. Materiel entering DTS must be
documented under DoD 4500.32-R, Vol. I and Il. This will require that the terms of delivery of
the LOA cite as a minimum, delivery FOB Vesse!/Aircraft, CONUS POE, DTC 8.

d. IAs are authorized to include use of DTS, on a reimbursable basis, in LOAs
prepared for the countries showing 'T"' in the Table 600-1 DTS column. It should be noted that
transportation to the CONUS POE is included in the unit price for DBOF items. LOAs will show *
delivery to the country by the most economical means (normally FOB overseas POD, DTC 6).
Use of estimated transportation costs in lieu of standard percentage is authorized for items listed in
Appendix F with an LOA line value of $10,000 or more. When estimated costs are used, a note
will be included in the LOA which identifies the amount of transportation costs by line item for
each transportation element (e.g., CONUS inland, port loading, ocean transportation).

2. Redelivery Policy and Use of DTS.

a. When a DoD component solicits the return of a defense item from an FMS
Purchaser, use of DTS may be authorized if deemed appropriate and funded by the cognizant DoD
component.

b. When a DoD component is requested by an FMS Purchaser to approve return of
previously purchased defense articles, transportation normally should be arranged and funded by
"the FMS Purchaser. Unsolicited buybacks of sensitive, hazardous, and classified cargoes may be
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moved within DTS, with reimbursement from the FMS customer, if deemed appropriate by the
DoD component.

3. For certain items shipped within DTS, IAs must use transportation costs from the
Transportation Cost Look Up Table in Appendix F.

I. Controlled The export of a controlled substance or narcotic drug shall
be in accordance with the Controlled Substances Import and Export Act, 21 USC. 951 et seq., and
the procedures governing the exportation of controlled substances in 21.C.F.R. Part 1312. Prior
to each export, the US IA shall obtain the necessary import documents from the Purchaser as
provided by 21 USC. 953(a)(3) and (e)(1). The IA shall submit the import documents to the
Administrator of the Drug Enforcement Administration (DEA), Department of Justice, requesting
the export permits be issued for the particular controlled substance or narcotic drug. Upon
obtaining the export permit from the DEA, the IA is responsible for furnishing the Defense
Personnel Support Center the export permit number, the expiration date of the export permit, and
the port of exportation. This information will accompany the requisition. The IA must also
ensure the Purchaser is aware they must submit import documentation for controlled substance(s)
or narcotic drug requisitions.

J. Reuarable Materiel. Items returned to DoD for servicing should normally be shipped
at Purchaser expense and handled outside DTS. Shipments are normally moved through the
freight forwarder, who is respons.1ble for clearance through US Customs ahd for prepaid
transhipment to the designated CONUS repair facility. The Purchaser should assure these
shipments are accompanied by appropriate shipping documents and a customs declaration, and
that the freight forwarder has the capability to receive and transship the materiel. After repair,
materiel will be shipped in accordance with normal delivery procedures.

K. Classified Items. Classified shipments of FMS materiel usually will be made within
the DTS or by other US/DoD-arranged transportation modes which will provide the required
security and enable the US/DoD to maintain control and custody of the materiel until physical
turnover is made.

1. Purchaser transportation of classified materiel under FMS or direct commercial
contract processing requires the Purchaser to submit a Transportation Plan for review and approval
by the IA. Guidance for transporting classified materiel, including development of the
Transportation Plan, is found in Chapter 5. Unless the IA approves the Transportation Plan,
shipment by other than DTS shall not be permitted.

2. Transmission instructions (an alternative for shipment of classified materiel) or the
requirement for an approved Transportation Plan shall be incorporated into the security
requirements of the LOA for FMS or in any contract, agreement, or other arrangement for
commercial sales involving the release of classified materiel to non-US entities.

3. The Government of Canada (GOC) (or the freight forwarder as their representative)
may ship classified materiel inland to Canada by DTC 4 and CCBL, but the GOC must arrange for
transportation of this materiel on approved DoD carriers through the DTS. DoDD 5105.38-D
(MAPAD) lists certain freight forwarders who have been cleared to receive classified materiel
which could be shipped FOB origin on a CCBL if classified materiel is accompanied by an
approved Transportation Plan.

L. Cost of Transportation to the Freight Forwarder.

1. Where delivery terms FOB origin apply, items will be transported under CCBL.
Purchasers will be informed by the IA that they are responsible for ( 1 ) acceptance and payment of
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CCBL shipments made in accordance with LOA terms, (2) providing appropriate insurance
coverage from the point of delivery to the carrier, and (3) in-transit accounting and settlement of
claims against carriers. When shipment cannot be effected by CCBL due to tariff restrictions,
refusal of carriers to accept collect freight shipments, or other reasons, the following apply:

a. Only when the LOA so authorizes may the shipping transportation office
guarantee payment of charges on CCBLs, or;,

b. The Purchaser freight forwarder may be requested to make "prepaid"
arrangements with the carrier vice "collect."

2 When dedicated transportation is required; e.g., a Special Assignment Airlift
Mission, LOA costs will be the actual costs to the USG and included as a separate line on the LOA.

M. Packing and Marking. FMS materiel will be packaged as prescribed by Mil Standard
2073 (preservation Level "A"/packed to not less than Level "B") and will be marked as prescribed
by Mil Standard 129 with the following minimum information.

• FMS Case Identifier (e.g., XX-B-ABC)
"* TCN
"* Transportation Priority
* Project Number (if applicable)
"* Shipped From Address
"* Shipped to Address
"• Ultimate Consignee/Mark For (coded and clear text, if applicable)

N. Discharge of Materiel,

1. The local US military representative supervises discharge at destination of FMS
moving through the DTS. This responsibility includes, but is not limited to:

a. Making arrangements for reception of the cargo,

b. Assuring the establishment by the Purchaser of adequate procedures for
checking the equipment and materiel against manifests and shipping documents,

c. Providing technical advice regarding proper discharge of cargo, and

d. Initiating transportation discrepancy actions and documents prescribed in AR
55-28/NAVSUPINST 4610.33C/AFR 75-18/MCO 4610.19D, DLAR 4500.15, Reporting of
Transportation Discrepancies in Shipments.

2. Where there are US military forces positioned or deployed in areas that are receiving
FMS materiel, and where these forces are supported by US Military Terminal Units or Support
Activities, arrangements may be initiated by the local US military representative who may designate
these units to act as the agent or representative of the local US representative to accomplish the
functions incident to the delivery of FMS materiel to the recipient country via the DTS.

3. If compliance with Paragraph 1 or 2 above is not feasible, the IA will amend
agreements for FMS materiel to provide that custody shall pass within CONUS and that
transportation support beyond CONUS will be the responsibility of the Purchaser.
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0. Government Bill of Lading.

1. Shipment via GBL is not authorized except when specified by the IA as an exception
in the LOA.

2. When the GBL is used, DOD retains responsibility for the associated administration
of processing claims against carriers or for obtaining proof of delivery at destination on movements
to freight forwarders or country representatives, military controlled terminals, and commercial
ports.

3. When a GBL is used, DOD is performing a reimbursable service for the Purchaser
and custody must not be construed to mean retention of title or acceptance by DOD of the risk of
loss or damage.

P. Consolidation/Small Parcels. The criteria for consolidation of shipments are
contained in Chapter 6, DOD 4140.17M (MILSTRIP). Even though consolidation is a
transportation objective, small parcel shipments are often necessary.

1. Transportation officers utilize either US Postal Service parcel post or commercial
small parcel carriers for this purpose. The transportation officer consults the various tariffs or
package carriers to obtain service at least cost for the service required, including an audit trail to
show proof of entry into the transportation network and responsiveness to the IPD and RDD.

2. As a rule, Military Postal Service (MPS) through APO or FPO will not be used for
FMS shipments; however, exceptions to policy are authorized for classified shipments when the
purchaser does not have approved facilities to receive classified items in the US, or where
accomplishment of the program requires delivery in country through the resident US SAO. Such
exceptions will be kept to the minimum and the cost of such shipments will be assessed to the
Purchaser.

Q. Offshore Sources. The IA will endeavor to notify the Purchaser of articles to be
supplied from offshore sources as soon as possible after identification of source and state that the
article will be moved to the CONUS freight forwarder unless a request is received to accept
delivery of the articles at the offshore facility. The Purchaser request must be made within 20 days
of the IA's notice of the offshore source.

R. Exnort Actions. The Purchaser must obtain an Export License from the DOS to
authorize export of purchased FMS materiel from the US whenever the items sold are to be in the
custody of a freight forwarder or other non-governmental party. This must be among the first
management actions accomplished in order to assure that materiel is not delayed when ready for
shipment. When shipments originate from a third country the Purchaser will normally be required
to obtain the necessary licenses and export documents.

1. The purchaser must assure that export declaration (US Department of Commerce
Form 7525-V, Shipper's Export Declaration) are prepared for FMS shipments and that such
declarations are validated and filed by a Collector of Custor ý After the declaration has been
prepared, the shipment must be cleared through US Exit Custonm hN submission of documents to
the Collector of Customs or Export Control Officers. These actions are normally accomplished by
the freight forwarder.

2. Upon receipt of formal documentation, the Purchaser is responsible for effecting
overseas customs clearance of all FMS materiel through its customs agencies upon receipt at the
aerial or water port of discharge, and for arranging delivery to the appropriate destination.
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S. Insurance. Unless a purchaser is self-insured, commercial insurance should be
obtained to provide coverage against damage or loss of property, injury to or death of persons, or
other transportation risks incurred while the Purchaser's property is in custody of the freight
forwarder, aboard any carrier, or transiting any port facility. This includes return shipment of
reparable materiel. It is recommended that any commercial insurance be placed with US private
firms to the extent possible. Care should be taken to avoid gaps in, or duplication of, insurance
carried by the freight forwarder.

T. Offer Release Code A. Y. and Z Shipments.

1. The Purchaser determines whether materiel will be automatically released to the
freight forwarder or if Notices of Availability (NOA) are required prior to release. Assignment of
Offer/Release Code A in the LOA authorizes automatic shipment, while assignment of codes Y or
Z indicates that NOAs will be sent before the materiel is shipped.

2. The normal Offer/Release Code for all FMS transactions is A. Codes Y and Z
should be used only under special circumstances, such as for the delivery of sensitive, hazardous,
or classified uargo and large end items. Use of Codes Y and Z for other than hazardous or
classified cargo and large end items must be approved by the IA.

3. NOAs are also not normally used for direct delivery from contractors' facilities. If
contract production schedules do not provide sufficient information and the customer requires
NOAs, special arrangements must be made and placed in the LOA or in the contract. The
Purchaser will be liable for the costs incurred.

4. Storage or staging of items as a result of instructions in response to an NOA, or for
which no shipping instructions are received, accrue storage costs under each LOA.

U. Discrepancies. Purchasers, including their freight forwarders, must be ready to react
to the following shipment discrepancies (also see Table 802-1):

1. Materiel Discrepancy. Shortages (including non-receipt) or overages due to incorrect
quantity counts, improper packing or marking, duplicate shipments, incorrect items and damage
sustained prior to release to the carrier by the origin shipper. The IA, in conjunction with the US
supply source, including private contractor, retains responsibility for resolving these problems and
determining financial responsibility.

2. Transportation Discrepancy. Complete or partial loss or damage caused by the
carrier (when properly annotated on the bill of lading) or freight forwarder. Resolution of
transportation discrepancies depends upon a variety of factors. If the materiel is shipped on a GBL
or CCBL, (prepaid or collect) to a freight forwarder and damage or loss occurs, the-freight
forwarder must file a claim with the carrier. Damage to materiel shipped to the Purchaser by a
freight forwarder must be resolved by the Purchaser or the freight forwarder in a claim action with
the carrier. Damage or loss of materiel while in the custody of the freight forwarder must be
resolved between the Purchaser and the freight forwarder. Such discrepancies will not be subject
to reporting to the USG. The USG retains responsibility for processing and filing claims with
carriers for shipments made on GBLs to DOD activities. Benefits of such claims will be
reimbursable to the Purchaser.
RODs reported to the IA on Standard Form 364 must be documented in accordance with IA

processing procedures.
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V. Documentation.

1. Proof of delivery means "constructive delivery" (tender of the materiel to a
designated carrier at point of origin). Establishment of proof of delivery to a country destination is
not the responsibility of the USG under a CCBL. The USG can only provide proof of delivery
when movement was effected within the DTS or other transportation provided under USG
auspices.

2. In resolving transportation discrepancies, the USG is required only to provide
evidence of shipment. Any movement document or receipt, signed by a carrier representative,
which shows that the US has shipped or released materiel to a carrier for shipment to the country's
designated representative, constitutes evidence of shipment. Such documents generally show the
quantity, NSN, mode, date, transportation control number, notice of availability number/bill of
lading/parcel post insured or registered number, addressee, vessel, or flight number (to the extent
possible), name of shipper and carrier, etc. This information is essential for adjudication of RODs.
If the freight forwarder has not received the advance copy of the bill of lading, and proof of
delivery to a carrier is requested, a duplicate of the appropriate documents establishing evidence of
shipment will be provided to the customer representative.

W. Tracers. When the materiei manager furnished shipping status, and materiel has not
been received, the Purchaser is responsible for conducting tracer action.

1. Such action should first be directed to the Purchaser's freight forwarder. If the item
has been transshipped by the freight forwarder, it should be traced to the addressee.

2. If the item has not been received by the freight forwarder, a request for shipping
information should be sent to the activity from which shipment status was received. That activity
will provide a copy of the bill signed by the carrier and shipping information such as
Transportation Control Number (TCN), bill of lading number, carrier, date of shipment, etc.
Further follow-up should then be made to the freight forwarder to ascertain if the item has, in fact,
been received.

3. If the item is still missing, the Purchaser should assure that the freight forwarder
either starts tracer action with the carrier to locate the materiel, obtains proof of delivery, or makes
a claim against the carrier on behalf of the Purchaser.

4. If the problem cannot be resolved through the freight forwarder and shipping
activity, the Purchaser may contact the following for assistance:

U. S. Army Security Assistance Command
New Cumberland Army Depot
ATTN: AMSAC-OL4
New Cumberland, PA 17070-5096
Commercial Telephone Number (717) 770-6843

Navy International Logistics Control Office
Freight Forwarder Assistance Office
ATTN: Code 252
Philadelphia, PA 19111-5095
Commercial Telephone Number (215) 697-4142
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Air Face Security Assistance Center **
ATIN: Code XMXA
Wright-Patterson AFB, OH 45433-5337
Commercial Telephone Number (513) 257-2261

Headquarters, Defense Logistics Agency
ATIN: Code DLA-OT
Cameron Station
Alexandria, VA 22304-6100
C r Telephone Number (202) 274-6754
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Data moved to Table 600-1.

TABLE 802-1. Countries Authorized To Use The Defense
Transportation System for All FMS Shipments
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TABLE 802-2

FINANCING REPORTS OF DISCREPANCY
WHEN THE US GOVERNMENT IS LIABLE

A. GUIDjNES ON THESOURCE OF FUNDING FOR PAYMENT OF VAID-CLAMS

1. Infomation. The following are guidelines regarding the source of funding for payment
of valid claims related to FMS shipments when the USG is found liable. (Also see section
130802.)

Nature of FMS Admin- U.S. Government
Discrepancy istrative Funds Appropriation

1. Defective or Defi-
dent Materiel (item
deficiency)

a. From Procurement** Not applicable, except Not applicable
in cases where U.S.
action or inaction
causes inability of the
FMS customer to obtain
satisfaction from the
contractor.

b. From Stock Transportation of mater- Applicable USG
iel for rework or dispo- appropriation or
sal, or, if more cost fund is responsible for
effective, travel and (1) replacement without
per diem costs of rework additional charge, (2)
team. refund to the customer

account, or (3) repair
The cost of testing or rework of defective
defective items when it items issued to FMS
is necessary in order customers (except as
to service the FMS indicated under "FMS
customer. Administrative Funds"

heading).

2. Damaged Materiel*

a. From Procurement** Not applicable, except Not applicable
in cases where U.S.
action or inaction
causes inability of
the FMS customer to
obtain satisfaction
from the contractor.

TABLE 802-2. Financing Reports of Discrepancy when USG is Liable.
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b. From Stock Transportation of mater- Applicable USG
iel for rework or dispo- appropriation or fund is
sal, or, if more cost responsible for (1) re-
effective, travel and placement without addi-
per diem costs of rework tional charge, (2) re-
team. fund to the customer

account, or (3) repair
The cost of testing or rework of defective
damaged materiel when it items issued to FMS
is determined to be customers (except as
necessary in order indicated under "FMS
to service the FMS Administrative Funds"
customer. heading).

3. Materiel Not
Received*
(nondelivery,
shortage)

a. From Procurement** Not applicable, except Not applicable
in cases where U.S.
action or inaction
causes inability of the
FMS customer to obtain
satisfaction from the
contractor.

b. From Stock Not applicable, except If an item arrived short
in cases where U.S. or is not delivered
action or inaction (e.g., short unit pack,
causes inability of the misdirected shipment)
FMS customer to obtain and the carrier is absolved of *
satisfaction from the liability, (i.e., when the
carrier, and the shipping shipping activity is unable
activity produces receiving to produce receiving
reports/proof of delivery to reports/proof of delivery)"
the carder. (DOD policy re- then the shortage or mis-
quires that receiving reports/ direction is determined to have
proof of shipment be obtained occurred at the point of origin
whenever materiel is released and will be absorbed by the
to a common carrier, including applicable U.S. appropriation.
the U.S. Post Office). When In those instances, a
materiel is delivered through credit may be given to the
DTS, the MAAG or its desig- FMS customer's account and
nated representative is required charged to the USG
to obtain receipt for the appropriation which was *
FMS/MAP materiel. These initially credited as a result of
procedures make it possible such transaction. Misdirected
to identify responsibility shipments not returned
for any loss of materiel to stock will be absorbed
in transport. FMS as an inventory

TABLE 802-2. Financing Reports of Discrepancy when USG is Liable.
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administrative funds may be loss against the applicable
used only when it is specifi- USG materiel account. If
cally substantiated that the USG-owned GFE, which
USG failed to meet its respon- is to be incorporated into an
sibility relative to the shipment end-item, is lost or damaged
of the materiel except as indi- during shipment to the
cated under "U.S. Govern- contractor (i.e., prior to
ment Appropriation/Funds," incorporation into the end-
heading. item) then the customer's

funds will be used to absorb
the applicable cost. Recog-
nition should be given to the
possibility that a "lost" GFE
shipment may be lost only
on the accounting records
but still physically in the
USG's possession. In
instancesd where this is
probable, no charge should
be made to the purchaser for
"lost" GFE.

4. Overage*

a. From Procurement** Not applicable unless Not applicable
the USG is responsible
for the overage.

b. From Stock Costs to transport ex- If billed and customer does
cess items back to stock not want the items,amounts
or to disposal. If for excess items to the FMS
claimed by the customer, charged will be refunded
costs to transport ex- tcustomer account and the
cess items issued to the appropriate USG appro-"
country. Note: Out-of- priation fund will be charged.
pocket costs of packing, Overage items not re-
crating and handling, turned to stock will be
(PCH), if claimed, will absorbed agains the applicable
be paid from PCH funds. USG materiel property.

account as an inventory loss.

5. Improper Identifica-
tion (incorrect item,
i.e., nonsubstitut-
able item)

a. From Procurement** Not applicable unless Not applicable
the USG is responsible
for the problem.

TABLE 802-2. Financing Reports of Discrepancy when USG is Liable.
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b. From Stock When the incorrect item Applicable USG
is not returned, the appropriation/fund
cost of issuing the is responsible for issue
correct item or pro- of correct items without
viding a customer re- additional charge to the
fund will be absorbed by FMS customer. If the
by the FMS Administra- correct item is not
tive Fund. On the other available forissue,
hand if the incorrect the refund to the
item is returned, then customer account will
the appropriate adjust- be charged against the
ments within the USG appropriate USG
accounts should be appropriation/fund
effected and onJl the which was initially credited
next addi'" P cos- as a result of such transaction.
should bI ýorbed Incorrect items issued
by the FMW Adminis- and not returned to
trative Fund. Note: stock will be absorbed
Out-of-pocket costs of against the applicable
PCH, if claimed, will USG materiel property
be paid from PCH funds, account as an inventory

loss.

6. Improper Documen-
tation

a. From Procurement** Not applicable unless Not applicable
the USG is responsible
for improper documentation.

b. From Stock When the incorrect item Applicable USG
is not returned, the appropriation/fund
cost of issuing the is responsible for issue
correct item or pro- of properly documented •
viding a customer refund items without addi-
will be absorbed by the tional charge to the
FMS Administrative Fund. FMS customer. If the
On the other hand, if properly documented
the incorrect item is item is not available
returned, then the for issue, the refund
appropriate adjustments to the customer account
within the USG will be charged against
accounts should be he appropriate USG
effected and only the appropriation/fund
net additive costs which was initially credited as
should be absorbed by a result of such transacation.
the FMS administrative Improperly documented items

TABLE 802-2. Financing Reports of Discrepancy when USG is Liable.
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fund. Note: Out-of- which are not returned to
pocket costs of PCI, stock will be absorbed against
if claimed, will be the applicable USG material
paid from PCH funds. property account as an

inventory loss.

7. Duplicate or Erroneous Billing

a. From Procurement" Not applicable Erroneous or duplicate
.charges will be corrected,
i.e., refund (where appro-
priate) or adjust ment to
customer account Adjust-
ments will be charged
against the appropriate
USG appropriation.
fund or the customer
account when appropriate.

b. From Stock Not applicable Erroneous/duplicate charges
will be corrected, i.e., refund
(where appropriate) or adjust-
ment to customer account
Adjustments willl be charged
against the appropriate USG
appropriation/fund or the
customer account when
appropriate.

8. Loss of Customer When the item is no longer If the item is currently
Item in Inventory maintained in the USG maintained in USG
(provided for fabrication, inventory, the USG inventory and the loss is
assembly or rework cannot benefit from bookkeeping or inventory

retaining the item control loss, the item is
In this instance the FMS still physically available and
Administrative Fund is the should be replaced from U.S.
appropriate source for assets or appropriate credit
customer reimbursement. provided from USG funds

* Claims of $100 or less will not be reported for
1. Overages
2. Shortages (includes nonreceipt)
3. Damages

** Procurement includes both "fast pay" and other procurement contracts.

TABLE 802-2. Financing Reports of Discrepancy when USG is Liable
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SECTION 803 - MANAGEMENT OF EXCESS DEFENSE ARTICLES **

80301 LEGISLATION. The following legislation indicates Congressional interest in EDA:

A. FAA See 502A. Authorizes provision of EDA whenever possible in lieu of new
procurement.

B. AECA See 31(d) with changes. Limits transfers of EDA to $250M acquisition
value per year exclusive of ships and onbowd stores. Later acts exempted transfers reported under
Sec 36(b), FAA Sec 516 and FAA Sec 519 from the ceiling.

C. FAA Sec 516 (also referred to as the Southern Region Amendment) with
chaU= Authorizes grant transfers to Portugal, Turkey, Greece, Israel, Egypt, Pakistan,
Senegal, Morocco, Oman, and Bahrain. Transfers do not count against the AECA sec 31(d)
ceiling. FAA 516 countries receive priority for EDA deliveries. A 30-day notification to Congress
is required before making a formal offer to country.

D. FAA Sec 517 with changes. Authorizes grant transfers to major drug producing
and drug transiting countries in Latin America and the Caribbean for which the Secretary of State
has certified eligibility in accordance with the International Narcotics Control Act (INCA) of 1988.
Countries are limited to a current value of $10M per country per year. A 15-day notification to
Congress is required before making a formal offer to country.

E. FAA Sec 518 with changes. Authorizes the grant transfer of non-lethal and small
arms EDA to countries and international organizations for purposes of protection of endangered
ptsnts and wildlife species. Countries eligible to receive EDA under section 517 are not eligible to
receive transfers under this authority. The US can provide no-cost transportation on a space-
available basis. A 30-day notification to Congress is required before making a formal offer to
country.

F. FAA Sec511 Provides for the grant transfer of non-lethal EDA to countries for
whom an FMF program was justified for the FY in which the transfer-is authorized. Section 555
of the Foreign Operations, Export Financing and Related Programs Appropriation Act, 1994,
expands eligibility for FY94 to any country for which foreign assistance was requested for FY94
and which the administration separately justifies eligibility for this authority to Congress.
Countries eligible to receive EDA under section 517 are not eligible to receive transfers under this
authority. Transfers do not count against the AECA Sec 3 1(d) ceiling. A 15-day notification to
Congress is required before making a formal offer to country.

G. Sec 525. P.L. 103-87. Foreign Operations, Export Financing and Related Programs
Appropriation Act, 1994, requires 15-day duration notifications to Congress before issuance of an
LOA for any EDA.

80302 GENERAL.

A. FlannonL EDA may afford materiel support to countries at reduced cost and in less
than normal leadtime. EDA end items are made available in "as-is" condition, normally without the
preservation protection applied to items to be retained for use by US forces. Maximizing EDA
benefits under SA requires careful planning, with the item manager playing a key role. Planning is
necessary to avoid committing DoD to release of items before the US requirement has gone away
or long after items have become excess and have incurred storage costs, while equipment condition
deteriorated. In order to minimize deterioration and transportation costs, and to make the best use
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of EDA as it becomes available, it should be an objective to move EDA directly from the last US
using unit to the SA recipient.

B. C iti Although the US should provide information concerning item condition, it
is the responsibility of the Purchaser to be aware of the condition of "as-is" items. This includes
inspection visits to US holding facilities as necessary.

C. Ascta-.dL MILDEPs have limited capability to determine if an excess item meets
a current SA country requirement. For this reason, matches of country needs and DoD excesses,
while those excesses are still held by the MILDEPs, are usually limited to the most significant end
items. Other EDA, including most EDA secondary items, are transferred to the DRMO nearest the
physical location of each item at the time it becomes excess.

1. EDA turned over to a DRMO are listed in the DLA DRMS Interrogation
Requirements Information System (IRIS), a computerized inventory searching service designed to
provide information on all stock-numbered items in the DRMS inventory. There is also a
capability to manage items which are not assigned complete NSNs, such as aircraft or ammunition.

2. Further information concerning IRIS may be obtained from Commander, Defense
Reutilization and Marketing Service, A1TN: DRMS-SO, Federal Center, 74 N. Washington
Avenue, Battle Creek, MI 49017-3092.

3. DRMS has no connection with commercial firms which sell surplus US military

supplies and equipment to the public.

80303 EDA CONTROL/CONGRESSIONAL NOTIFICATION.

A. General. In order for the EDA process to function effectively, MILDEPs must project
assets that will become available and customers must provide requirements for EDA (item
description, NSN/Part Number, and quantity).

B. Ideniicaion. Ideally, MILDEP identification of EDA will include end items and
individual support items to build equipment packages that are as complete as possible.

1. This is often not practical and EDA planning must proceed at the significant jtem
level. During March of each year, MILDEPs should provide information above for items which
are projected to become excess during the current plus two calendar years.

2. MILDEPs should provide a suggested list of recipients to receive articles. This will
normally be based on EDA surveys as discussed in C. below.

3. Major changes to these forecasts should be furnished as they occur for items
projected to become excess during year one. Changes for years two and three should be submitted
as considered necessary but not less frequently than during the March updates.

C. Surveys for EDA Reouirements. This complements Section 40102. MILDEPs
and DLA should use survey messages to evaluate country requirements. This requirement does
not apply for cases of SME when allocation has already been coordinated between MILDEPs and
DSAA.

1. Messages will be addressed to the SAOs and cognizant CINCs for action. DSAA,
DoS, and JCS will be information addressees.
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2. Survey messages for SME, including MDE, will be forwarded to DSAA/OPS for
coordination and approval before release. EDA survey messages for other td.an SME may be
dispatched without DSAA coordination. Surveys will normally include item(s) description,
quantity, condition, rough order of magnitude cost/value of end items, costs and leadtimes for
support items, and other information as appropriate.

3. SAOs should be directed to info the cognizant CINC on their response. Their
responses should include an assessment of proposed recipient's capabilities to fund follow-on
operational, maintenance, and training requirements.

4. Responses from CINCs will prioritize and, if appropriate, endorse requirements
submitted by SAOs in their AOR.

D. AngCIiM DoD and DoS have established an EDA Coordinating Committee to review
projected excess and allocate assets to potential recipients. In no instance should MILDEPs
commit EDA to SA recipients if the EDA Coordinating Committee has not reviewed and approved
the proposed allocation. The Committee will normally consider the following in its review:

1. Matches of county requirements with items available.

2. Ability of the country to effectively utilize the items.

3. Item location and transportation requirements.

4. Regional balancing as dictated in legislation or to achieve maximum benefit for the
United States.

5. Potential competition with comparable new production items.

"E. Congressional Data. Congressional notifications cannot be submitted until items
have been screened and declared excess. lAs will provide DSAA/OPS, within ten days of a
request for an LOA for EDA, the following data for items that are to be transferred: Item
description, quantity, current value of the items, acquisition value of the items, and a brief
justification for the transfer. For blanket order LOAs, the description of items to be supported and
the value of the LOA should be reported.

F. Offer Teriminaion. The situation may arise where an item is determined to be excess
and is offered to a country but conditions change to the extent that it is forecast that US forces may
require the article. Except where a clear present need exists that will substantially support US
interests, reversal of the excess determination should occur only at a time when our commitment
will not be abrogated, such as after one country has indicated no interest. The offerer should
request to DSAA that the item not undergo subsequent offers pending a determination of EDA/non-
EDA status. DSAA should be informed in all cases where items previously offered are no longer
available.

80304 LOA PROCEDURFS.

A. LOAs for EDA. Separate LOAs should be initiated for the sale of EDA. Source of
Supply Code E should appear in column (5) of the LOA and these LOAs should include "EXCESS
DEFENSE ARTICLES. Acquisition Value is $ .", underlined, as the last words in
the item description field for items which are excess. DSAA/OPS will use this information to track
these Offers.
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B. 517 LOAs. When LOAs are written to provide PC&H, transportation, or other costs
for EDA items being transferred under FAA Sec 517, the LOA should contain the following special
note:

The excess defense articles to which this Offer and Acceptance relates shall be used
by the Purchaser primarily in support of antinarcotics activities as required by
Section 517(C) of the Foreign Assistance Act of 1961 as amended.

C. List Items on Sunport LOAs. FMS LOAs for PC&H and transportation for FAA
Sec 516, 517, 518, and 519 transfers should list nomenclatures, NSNs, and quantities of end
items being transferred. BO LOAs should identify end item application.
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SECTION 804 - AMENDMENTS AND MODIFICATIONS**

80401 GENERAL. Section 701 should also be reviewed since many of the rules applicable to
the LOA also apply to Amendments and Modifications.

A. Use of LOAs. Amendments. or Modifications In general, LOA Modifications
are faster and simpler to develop and process than Amendments which are faster and simpler than
new LOAs. Conversely, use of Amendments or Modifications makes long term accounting more
difficult, makes program reconciliation more cumbersome, and delays LOA closeout. FMS
programs are best served through use of the format which best safeguards US and non-US
interests while most efficiently accomplishing the needed program change within the constraints of
Paragraphs 80402 and 80403. This must include both short and long term considerations. If there
is doubt as to whether to use the LOA, Amendment, or Modification, the issue should be referred
to DSAA Operations for resolution.

B. Major Chan=es in Scone. Major increases in scope normally require the preparation
of a new LOA. Examples include addition of SME, including MDE, or a substantial expansion
after the program has matured.

C. S50000 Break Point. The DSAA data base will record Amendments reflecting net
increases of more than $50,000 in the fiscal year the Amendment is accepted. Amendments which
reflect net increases of $50,000 or less will be recorded in the year of the basic LOA.

D. Pen and Ink Changes. See section 70105.M.2.

80402 AMENDMENTS TO LOAs.

A. General.

1. Revision to an LOA which requires Purchaser acceptance must be by an Amendment
(see Table 804-1). This includes all changes in scope other than concurrent modifications. Care
must be taken to ensure that decresed costs in one LOA section do not mask scope increases.

2. Initial deposits will be included (see Paragraph 130401) when the existing-LOA
payment schedule does not include sufficient amounts to cover costs from the expiration date of the
Amendment until the next billing cycle.

3. For undercollected LOAs, unless prior approval is obtained from DSAA, [As will
inform the purchaser that the Amendment cannot be implemented until sufficient payments have
been received to cover current financial requirements, including termination liability.

B. DSAA Countersignature Reguired. DSAA countersignature on the Amendment is
required for the following:

1. Except as indicated in C. below, the LOA has been the subject of a Congressional
notification [Sec 36(b), AECA] or qualifies for notification based on the amendment (also see
section 70103.G).

2. The LOA ,.,iu, .. increased.

3. Amendmc,:>, t' LOAs which involve FMS credit, MAP, SDAF, or third country
financing, including those that change the payment schedule or method of financing. All
types/sources and amounts of financing should be shown.
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4. Amendment is outside parameters in C. below.

C. DSAA Countersignature Not Required. Copies of Amendments which Are
exempt from countersignature as indicated below will be provided to SAAC by the IA at the time df
release to the FMS Purchaser. As an exception to B. above, Amendments where the LOA has
been the subject of Congressional notification [Sec 36(b) AECAJ are exempt from countersignatuie
in the case of items L.a., 3., and 4.

1. Any of the following, provided the change does not extend delivery of defense
articles or completion of services more than 12 months beyond that in the basic LOA-

a. Changes in performance periods of services LOAs, such as training or technical
assistance, and changes in requirements for training LOAs.

b. Addition of supporting articles (non-SME) or services, or definitization of
undefined support lines.

c. Minor increases in quantity of a defined line LOA for non-SME items.

2. Changes in article or service configuration which do not substantially increase
capability.

3. A change in transportation delivery code(s) which does not cause an overall value
increase.

4. Changes to FMSO LOAs which do not change LOA values or the range of items to
be ordered.

80403 MODIFICATION OF LOAs.

A. G .

1. Modifications (see Table 804-1) are used for US unilateral chanres. They record
modifications to existing LOAs which do not constitute an increase or decrease in scope wvhen
acceptance of the change by the Purchaser is not required.

2. Acknowledgement of receipt of the Modification, while not required for
implementation, confirms that the Modification has been received by an authorized Purchaser
official.

3. Costs charged under a LOA should not exceed the funds available on that LOA, and
FMS countries do not normally want funds to sit in their FMS accounts unnecessarily. Balancing
these factors is a key program management responsibility (Section 704) which requires analyses
and monitorship to ensure funding is adequate to avoid program disruption.

a. If monitorship shows that early costs incurred on the implemented LOA are
deviating from those estimated to the degree that later deviations are unlikely to bring overall costs
into balance, or OA above LOA value will be required at some point in the program, a Modification
should be processed.

b. As a minimum, the US is committed to apply best efforts to provide the
Purchaser a Modification when one of the following conditions exist:
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(1) Estimated total costs increase by ten percent,

(2) The payment schedule changes, or

(3) Significant delivery delays occur.

A Modification should also be provided for even relatively minor cost adjustments when all items
are on order and prices are reasonably firm.

c. Price increase Modifications will be provided by the IA before the actual
accrued costs exceed those estimated on the LOA.

4. Price increases or decreases discovered during LOA closure will be assessed during
final billing if a closure certificate can be provided to SAAC within six months of the supply
completion date. When closure certification will take longer than six months from the supply
completion date, a Modification adjusting the LOA value is required.

B. Modifications Reauiring DSAA Countersignature. The following
Modifications require DSAA coordination and countersignature:

1. Except as indicated in C. below, Modifications to LOAs which have been the subject
of Congressional [Section 36(b), AECA] notifications (see Section 70303.A.4).

2. Modifications to LOAs with FMS credit, MAP, SDAF, or third country financing,
including those that change the payment schedule or method of financing. This includes
Modifications that change the method of financing after purchaser signature on the LOA or
Amendment, but prior to implementation. All types/sources and amounts of financing should be
shown.

3. Shifts of value between two or more LOAs by concurrent Modifications. The
following conditions must be met-

a. The FMS country official who requests the shift in value has the authority to

accept LOAs and the LOR must accompany the Modification package.

b. Must not include a significant scope change (e.g., added SME).

c. Total amount(s) increased are no more than the total amount(s) decreased. If
addition(s) to the LOA(s) being increased will generate a requirement for an initial deposit, an
Amendment must be used.

d. LOA(s) decreased have adequate funds available to cover remaining obligations.

e. All Modifications are provided to DSAA as a package for countersignature and
cross-reference each other in the "This Modification is For:" section as follows: (On decreased
LOA) "Value of $___ is hereby transferred to FMS - - (reference notice - )" and (on
increased LOA) "Value of $_ is hereby transferred from FMS _-_...- (reference notice - )."

C. Modifications Not Reauiring DSAA Countersignature. Copies of the
Modifications which are exempt from countersignature will be provided to SAAC by the LA at the
time of release to the FMS Purchaser. As an exception to B. above, Modifications where the LOA
has been the subject of Congressional notification [Sec 36(b) AECA] are exempt from
countersignature in the case of items 3., 5., and 6.
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1. Price increases not otherwise requiring countersignature as discussed in B above.

2. Price decreases resulting from price reductions.

3. Changes to transportation codes due to the requirement to use the DTS (e.g.,
shipment of hazardous or sensitive cargo).

4. Addition to or revision of clarifying notes.

5. Changes in payment schedules where MAP, FMF Credit, SDAF, or third country
financing are not involved.

6. Changes in Generic or MASL coding to correct an administrative error only. There
should be no change to the configuration (or description) of articles or services to be sold.
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TABLE 804-1

Preparing the Amendment or Modification
to the Letter of Offer and Acceptance

Information in this Table is designed to assist in completing an LOA Amendment or Modification
after the decision is made, based on guidance in section 804, that one or the other is applicable.
Guidance in section 701 for the basic LOA should also be helpful in completing these LOA
changes. A sample completed LOA Amendment and Modification is included in this Table, with
additions to the standardized format bracketed for emphasis. Information in the basic LOA should
be repeated only to the extent necessary to ensure clarity for those reviewing the Amendment or
Modification documents; e.g., to correlate the current Amendment or Modification to the basic
LOA and previous changes and to accurately describe the revision(s). The following guidance also
applies:

A. The "This Amendment (or Modification) is for:" section must include "Basic LOA was
accepted (date)" and a concise and clear purpose of the Amendment or Modification, using the
following guidelines.

1. Identify the major program involved (e.g., "change to Apache program").

2. This section provides an overview of the Amendment or Modification. Actual
changes are shown in detail subsequent to page 1.

3. Enter references to specific parts of the basic LOA, Amendments, or Modifications;
e.g., Basic LOA, Item 1, Atchmt 2; Amendment 2, Item 3. Show if the action is an addition,
modification, or deletion, increase, or decrease. This must show whether value increases (line or
total LOA) are due to scope or price changes.

4. If a previous Amendment offer has expired, note that Amendment (number) was not
accepted and state that data prior to the Amendment is being used herein. The unaccepted
Amendment number should not be reused.

5. Include the DSAA transmittal used in the statutory Congressional notification (e.g.,

Congressional Notification 92-15) when applicable.

B. The Amendment expiration date is normally 85 days after the US Signature Date.

C. Amendments or Modifications determined to not require DSAA Countersignature should
show one of the following on the "DSAA" line--

1. Amendments. "SAMM 80402.C applies"

2. Modifications. "SAMM 80403.C applies"

The DSAA countersignature line "Date" should reflect the date the no-countersignature
determination was made by the IA.

Table 804-I, Preparing the Amendment or Modification. Page I of [8] pages.
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D. Normal LOA, Amendment, and Modification distribution (original and two copies, three
copies with credit LOAs) will be adjusted as discussed in this section when countersignature is not
required.

E. To avoid misunderstandings, especially with customers, use caution in discussing
changes in cost or increases in scope prior to Amendment acceptance. When in doubt, obtain
approval for these discussions from DSAA OPS.

Table 804-1, Preparing the Amendment or Modification. Page 2 of [8] pages.
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United States of America
Amendment [11 to Letter of Offer and Acceptance

[AT-P-BLZ]

Based on [AUSTDEF itr 2/343 of 12 Aug 92. Mail to: The Government of
Australia, Office of the Naval Attachd, 1601 Massachusetts Ave., NW,
Washington DC 20036.]

Pursuant to the Arms Export Control Act, the Government of the United States (USG) offers
to amend the Letter of Offer and Acceptance (LOA) identified above for the purchase of defense
articles, defense services, or both. Other provisions, terms, and conditions of the original LOA
remain unchanged.

This Amendment is for: [Increases Basic LOA Item 2 quantity based on Purchaser
request, reduces costs in Item 3 based on requirement definitization, and revises
other data accordingly. Basic LOA accepted 18 Jul 92.]

Estimated Cost: [$19,499,601] Initial Deposit: [$34,764]
Terms of Sale: [Cash prior to delivery/dependable undertaking.
Congressional Notification 92-17.]

This offer expires on [19 Decembe.r 1992]. Unless a request for extension is made by the
Purchaser and granted by the USG, this offer will terminate on the expiration date.

"This page through page [31 attached are a part of this Amendment.

The undersigned are duly authorized representatives of their Governments and hereby
respectively offer and accept this Amendment:

__5 Sep 9__
U.S. Signature Date Purchaser Signature Date

[A. R. DiTrapani
Director_

Typed Name and Tide Typed Name and Title

[Navv International Programs Officel
Implementing Agency Agency

DSAA Date

Table 804-1, Preparing the Amendment or Modification. Page 3 of [8] pages.
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[This Amendment consists of changes as follows:

(3) (5) (6) (7)
(1) Qty, (4) SC/MOS/ Ofr Del
Itm (2) Unit of Costs TA or Rel Trm
NbL Dpewri ntConditlon I (a) Unit (h) Total Ing Nte

Previous

2. B2D 141000STDCONT(N) 347,631 X(4) A 4
Containers (Note 2) TA 4

Revised

2. B2D 141000STDCONT(N) 382,395 X(4) A 4
Containers (Note 2) TA 4

Previous

3. MIB 02O200MISSLTA(N) 150,375 X(24) A 4
TECHNICAL SERVICES TA 4
(Note 3)

Revised

3. MIB 020200M1SSLTA(N) 105,000 X(24) A 4
TECHNICAL SERVICES TA 4
(Note 3)

Previious•"• R

(8) Net Estimated Cost $18,447,286 $18,436,675
(9) Packing, Crating, and Handling 231,00 231,666

(10) Administrative Charge 553,419 553,100
(11) Transportation 278,320 278,160
(12) Other (specifly)
(13) Total Estimated Cost 19,510,825 19,499,601

Note 2 Revised

Note 2. Item 1 defense articles are being provided with containers and 4 Each
spare containers will be furnished based on a written request from the Purchaser.

Note 3 Revised

Note 3. This includes estimated USN and contractor support for two technical
reviews, analysis of firing data during those reviews, and answering specific
technical queries as defined in 12 August 1992 AUSTDEF letter.

Table 804-1, Amendment to Amendment or Modification. Page 4 of [8] pages.
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To assist In fiscal planning, the USG provides the following revised anticipated costs of this LOA:

ia~ Dtah Quarterd Cumuli

Cumulative to Date NA $19,360,450
Initial Deposit (This Amendment) $34,764 19,395,214
15 Dec 92 14,913 19,410,127
15 Mar 93 14,913 19,425,040
15 Jun 93 14,913 19,439,953
15 Sep 93 14,912 19,454,865
15 Dec 93 14,912 19,469,777
15 Mar 94 14,912 19,484,689
15 Jun 94 14,912 19,499,6011

Signed Copy Distribution:

1. Upon acceptance, the Purchaser should return one signed copy of this Amendment to Defense
Finance and Accounting Service (DFAS), ATTN: DE/SAACF, Denver, CO 80279-5000.
(Simultaneously, wire transfer of the Initial Deposit should be made to: United
States Treasury, New York, NY, 021-030-004, DFAS/SAAC, Agency Code 3801,
showing "Payment from Australia for AT-P-BLZ"; or, a check for the initial
deposit should accompany the signed copy of the Amendment or be sent
simultaneously to DFAS, with a letter identifying the purchasing country and the
Agreement identifier.]

2. One signed copy plus a copy of the letter of transmittal forwarding payment to DFAS, or other
evidence of payment, should be returned to [Department of the Navy, Navy International
Programs Office, Washington, DC 20350-5000.]

Questions may be directed to Mr. Baillie, Navy IPO 049, DSN 222-0704, CML (703) 692-0704.

Table 804-1, Amendment to Amendment or Modification. Page 5 of [8] pages.
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United States of America

Modification rl] to Letter of Offer and Acceptance

[AT-P-BLZ]

Based on [cost adjustments due to experience during program execution.
Mail to: The Government of Australia, Office of the Naval Attache, 1601
Massachusetts Ave., NW, Washington DC 20036.]

Pursuant to the Arms Export Control Act, the Government of the United States (USG) hereby
notifies the Purchaser of Modification of the Letter of Offer and Acceptance (LOA) identified
above. All other terms and conditions of the LOA remain unchanged.

This Modification is for: [Cost adjustments to Basic LOA Item Number 1 and
Amendment 1 Items Number 2 and 3 based on experience while executing the
program. LOA accepted 18 Jul 92.]

Estimated Cost: [$19,426,346] Initial Deposit: [-0-]
Terms of Sale: [Cash prior to delivery/dependable undertaking.
Congressional Notification 92-17.]

This page through page [3] attached are part of this Modification.

The undersigned are duly authorized representatives of their Governments and hereby
respectively furnish and acknowledge receipt of this Modification:

___f8 an 9___
U.S. Signature Date Purchaser Signature Date

[A. R. DiTrapani
Directorl

Typed Name and Tide Typed Name and Title

WNavv International Programs Officel
Implementing Agency Agency

DSAA Date

Table 804- 1, Modification to Amendment or Modification. Page 6 of [8] pages.
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[This Modification provides notification of changes as follows:

(3) (S) (6) (7)
(1) Qty, (4) SC/MOS/ Ofr Del
Itm (2) Unit of Costs TA or Rel Trm
Nhr Descrilntion/Condition Issue (a) Unit (b) Total Tin INot izd dEf

1. B2D 141000STDMSYS(Y) 40 EA $448,732 $17,949,280 S(4) Z 8
STANDARD MISSILE BLOCK VI TA 3
(Note 1)

Revised

1. B2D 141000STDMSYS(Y) 40 EA $443,488 $17,739,520 S(4) Z 8
STANDARD MISSILE BLOCK VI TA 3
(Note 1)

Previous

2. B2D 141000STDCONT(N) 382,395 X(4) A 4
Containers (Note 2) TA 4

2. B2D 141000STDCONT(N) 501,395 X(4) A 4

Containers (Note 2) TA 4

Previous

3. MiB 02O2020MSSLTA(N) 105,000 X(24) A 4
TECHNICAL SERVICES TA 4
(Note 3)

Revised

3. MIB 020200MISSLTA(N) 126,500 X(24) A 4
TECHNICAL SERVICES TA 4
(Note 3)

Peiu Revised

(8) Net Estimated Cost $18,436,675 $18,367,415
(9) Packing, Crating, and Handling 231,666 230,794

(10) Administrative Charge 553,100 551,022
(11) Transportation 278,160 277,115
(12) Other (specify)
(13) Total Estimated Cost 19,499,601 19,426,346

Table 804-1, Modification to Amendment or Modification. Page 7 of [8] pages.
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To assist in fiscal planning, the USG provides the following revised anticipated costs of this LOA:

EaX ntDate umulatxo
Cumulative to Date NA $19,410,127
15 Mar 93 2,703 19,412,830
15 Jun 93 2,703 19,415,533
15 Sep 93 2,703 19,418,236
15 Dec 93 2,703 19,420,939
15 Mar 94 2,703 19,423,642
15 Jun 94 2,704 19,426,346]

Signed Copy Distribution:

1. Upon acknowledgement of receipt, the Purchaser should return one signed copy of this
Modification to Defense Finance and Accounting Service (DFAS), ATTN: DE/SAAC/F, Denver,
CO 80279-5000.

2. One signed copy should also be returned to [Department of the Navy, Navy International
Programs Office, Washington, DC 20350-5000.]

Questions may be directed to Mr. Baillie, Navy IPO 049, DSN 222-0704, CML (703) 692-0704.

Table 804-1, Modification to Amendment or Modification. Page 8 of [8] pages.
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CHAPTER 9

FMS DIRECT CREDIT AND GUARANTEED LOAN FINANCING

] ý SECTION 900 - GENERAL

90001 PURPOSE. This Chapter presents the FMS direct credit and guaranteed loan
financing management policies and procedures. It describes the types of loans currently issued to
foreign governments to finance such sales, the standards and criteria applicable thereto, and the
procedures for implementing the FMS credit program. This chapter does not cover the use of
Grant Aid (MAP) funding such as authorized by the FAA,Section 503(a)(3) (use of MAP funds to
finance FMS) and the FAA, Section 506(a) (special authority), subjects which are covered in
Chapter 11.

90002 INTRODUCTION. FMS direct credit and guaranteed loan financing has continued
to grow in scope and direction. Concurrentlythe management of such financing has become
correspondingly complex. There are a number of stipulations, limits, actions, and responsibilities
involved in various aspects of this management that reflect variations in international relations and
U.S. foreign policy. This chapter examines those aspects and their legislated guidelines.

90003 ARMS EXPORT CONTROL ACT AUTHORIZATION- The AECA, as
amended, provides authority for FMS direct credit and guaranteed loan financing as follows:

A. CrediL.tSles. Section 23 of the AECA authorizes the President to finance
procurements of defense articles, defense services, and design and construction services by
friendly foreign countries and international organizations. Loans financed under the authority of
Section 23 are commonly called direct loans. Historically, this type of loan financing has been
"used to assist those FMS countries in the process of economic development. Direct loans require
that funds be appropriated by the Congress in an amount equal to the principal loan values. Direct
loans are currently used as the vehicle for implementing "repayment waived" loans as authorized
by the Congress.

B. fGlu iaRat. Section 24 of the AECA authorizes the President to guarantee any
individual, corporation, partnership, or other juridical entity doing business in the U.S. [excluding
USG agencies other than the Federal Financing Bank) against political and credit risks of
nonpayment arising out of their financing of credit sales of defense articles, defense services, and
design and construction services to friendly countries and international organizations. Loans
financed under authority of Section 24 are commonly called guaranteed loans. Fees are charged
for the guaranties and all guaranties are backed by the full faith and credit of the United States.
Section 25(a)(7) of the AECA prescribes that the President must advise the Congress of the total
amount of funds in the Guaranty Reserve at the end of each fiscal year. Additionally, the President
must provide an assessment of the adequacy of guaranty reserve funds to make payment of claims
under guaranties issued in view of the current debt servicing capacity of borrowing countries.
Guaranteed loan financing constitutes the major portion of the current FMS credit program. Since
1975 all guaranteed loans have been issued to eligible borrowing countries by the Federal
Financing Bank, an instrumentality of the Department of the Treasury. Such loans are guaranteed
by the DSAA against all political and credit risks of nonpayment.

900-1
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90004 ADDITIONAL PROVISIONS OF THE ACT. In addition to Sections 23 and
24, the AECA addresses the purposes of FMS and the use of credits and guaranties in numerous
other sections of the AECA as follows:

A. Purposes for which Military Sales by the U.S. are Authorized. According
to Section 4 of the AECA, defense articles and services may be sold to friendly countries as
follows: (1) for internal security, (2) for legitimate self-defense, (3) to permit the recipient country
to participate in regional or collective arrangements consistent with the Charter of the United
Nations or as requested by the United Nations to maintain or restore international peace and
security, and (4) for the purposes of enabling foreign military forces in less developed friendly
countries to construct public works and to engage in other activities helpful to economic and social
development.

B. VYiffalim . Section 3(c)(1)(A) of the AECA requires that no credits (including
participation in credits) may be issued and no guaranties may be.extended for any foreign country
if such country uses the defense articles or.services in substantial violation of an agreement under
Section 4 of the AECA (as noted in paragraph A. above), transfers the articles or services
without.the consent of the President, or fails to maintain the security of the articles or services.
Also, according to Sec. 3(f) of the AECA and Sec. 620A of.the FAA, the President shall terminate
all sales, credits, and guaranties to.any government which aids or abets, by granting sanctuary
from prosecution to any individual or group which has committed an act of international terrorism
unless the President finds that national security requires otherwise.

C. Prohibitions Against Discrimination. Section 5 of the AECA concerns
prohibition against discrimination. No sales should be made and no credits (including participation
in credits) or guaranties extended to or for any foreign country which through its laws, regulations,
official policies, or governmental practices prevents any U.S. person from participating in the
furnishing of defense articles or services on the basis of race, religion, national origin, or sex.

D. Foreign Intimidation and Harassment of Individuals in the U.S. Section 6
of the AECA concerns foreign intimidation and harassment of individuals in the U.S. No credits
or guaranties may be extended to any country determined by the President to be engaged in a
consistent pattern of acts of intimidation or harassment directed against individuals in the U.S.

E. Prohibitions Against Certain Military Exhort Financing by Exnort-
ImporLtBank. Section 32 of the AECA specifically prohibits Export-Import Bank financing of
defense articles or services to economically less developed countries.

F. Authorization and Aggregate Ceiling on Foreign Military Sales Credits.
Section 31 of the AECA establishes the authorization and aggregate ceiling on FMS credits. For
example, Section 31 normally indicates the maximum total amount of direct credits (Section 23)
and the total principal amount of guaranteed loans (Section 24) authorized to be issued. This
section also indicates the minimum amounts of credits/loans to be extended to selected countries
and applicable extended repayment terms.

G. Foreigen Military Sales Credit Standards. Section 34 of the AECA prescribes
that the President shall establish standards and criteria for credit and guaranty transactions in
accordance with the foreign, national security and financial policies of the U.S. Executive Order
11958 delegates this authority to the Secretary of State with the qualification that to the extent the
standards and criteria for credit and guaranty transactions are based upon national security and
financial policies, the Secretary of State shall obtain the prior concurrence of the Secretary of
Defense and the Secretary of Treasury, respectively.
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H. Fiscal Provisions Relating to Foreign Military Sales Credits. According to
Section 37 of the AECA, cash payments received and advances received from direct credits shall be
available solely for payments to suppliers and refunds to Purchasers and shall not be available for
financing credits and guaranties. Amounts received from foreign governments and international
organizations as repayments for credits extended pursuant to Section 23 (direct credits), and other
collections, such as fees and interest shall be transferred to miscellaneous receipts of the US
Treasury. However, if Guaranty Reserve (Section 24) funds have been used for a borrower's
overdue payment to the Federal Financing Bank, subsequent amounts received from the borrower
shall be merged with the Reserve and shall be available for any purposes for which funds are
normally available.

I. Coproduetio/licensed Production Section 42(b) of the AECA prescribes that
direct credits and guaranteed loans may not be used to finance coproduction or licensed production
of any defense article of US origin outside the US unless the Secretary of State notifies the
Congress in advance of the proposed transaction on employment and production within the US.
Section 42(c) of the AECA provides that funds made available under the AECA may be used for
procurement outside the US only if the President determines that such procurement will not result
in adverse effects upon the economy or the industrial mobilization base of the US.

90005 CLASSIFIED MATERIELS. If in the case of direct commercial contracts, the
Purchaser proposed to take delivery and custody of classified materiels in the US and use its own
facilities and transportation for forward shipment to its territory, the foreign Purchaser must
comply with guidance pertaining to FMS shipments in Paragraph 50111.C.1. ,

90006 THIRD PARTY TRANSFERS. We wish to avoid any connotation that items
purchased with US financing were resold merely to generate funds. For the first three years
following delivery of an item purchased with US SA funds, DSAA will normally concur with
transfer (see Section 60004) only where the proceeds of the sale are deposited in the country's trust
fund account. Such deposited funds may not be refunded to the Purchaser either to meet its
internal financial responsibilities or to meet its direct contractual liabilities. Such sales proceeds
deposits are also required where the Purchaser resells to the USG or to a firn to fulfill its contract
with the USG. SAO's should be prepared, in conjunction with MILDEPs, DSAA, FMD, and
DFAS/DE-I, to provide guidance on the return of reimbursements to the country's FMS trust fund
account for reudlization.

90007 CASH FLOW FINANCING. Section 544 of the Foreign Operations, Export **
Financing, and Related Programs Appropriations Act of 1994 (PL 103-87) and successor acts
require Congressional notification of LOAs and Amendments and of commercial contracts, valued
at $100M or greater, which are partially or totally funded with FMF cash flow financing.
Notifications as shown in Table 900-1 will be developed and staffed by DSAA Operations based
on data provided for LOA or Amendment countersignature or for review of commercial contracts.
Notifications will be provided to Congress by DSAA Plans, Legislative and Planning Division.
Cash flow financing notifications will normally occur concurrently with formal AECA Sec 36(b)
notifications (see Section 703) and at least 15 days prior to countersignature for LOAs and
Amendments and 15 days prior to funding clearance for commercial contracts.
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[Separately to Senate Appropriations Committee
and House Appropriations Committee addresses]

Dear Mr. Chainman:

Pursuant to section 544 of the Foreign Operations, Export Financing, and Related Porm
Appropriations Act, 1994 (Public Law 103-87) or current law, we are submitting a notification
concerning the request for the Government of [Country] to cash flow finance [a "Letter of
Offer and Acceptance (LOA)," "an amendment to a Letter of Offer and
Acceptance," or "a commercial contract with (company)"] for the purchase of [concise
description of equipment or services].

The total estimated amount of the ["LOA " "amendment to the LOA", or "direct
commercial contract"] is [value, must be $100M or more], of which [value] will be
financed on a cash flow basis*. The cash flow amount will be eaid from the Purchaser's national
funds in the event that sufficient fiscal year [year following current year allocations]
foreign military financing (FMF) or later fiscal year FM funds are not available to cover the
anticipated payments.

*When applicable, the following sentence should be added here: "The
Purchaser expects to finance approximately [value] from national funds."

T e900-1. Cash Flow Fmiancing Notification Format **

900-4 Change No. 6. 10 May 1994



90101. DOD 5105.38-M

SECTION 901 - ELIGIBILITY

90101 GENERAL. To the extent feasible, foreign governments purchasing US defense
articles and services should be encouraged to pay cash. This helps to reduce the number of
demands on an always limited availability of credit and also helps customers to obtain their
purchases at the lowest overall cost. In those cases where cash purchases are not feasible, the
purchasing country should be encouraged to use private financing (without USG guaranty), thus
helping to conserve limited FMS credit resources. Credit financing will normally be extended
when allowed by US legislation and it has been determined that purchases of defense items cannot
be financed reasonably by other means, taking into account any US military and economic
assistance that such countries may be receiving, and indigenous private financing. In addition to
being evaluated for consistency with US foreign policy interests (including human rights), other
proposed arms purchases by the country and the suitability of items being purchased will also be
taken into account. Of particular attention is the level of weapons sophistication and the capability
of the country to maintain, support, and employ the items effectively. FMS credit assistance will
not be extended solely to consummate a sale.

90102 USE OF FINANCING.

A. Loans issued under the AECA may be used to finance defense articles and defense
services, including design and construction services, of US origin.

B. FMS Credit financing shall not normally be approved when:

I. the transaction would place an undesirable burden on a purchasing country's
foreign exchange resources, create excessive claims on future budgets (e.g., induce burdensome
expenditures for maintenance, spare parts, replacement, and indirect support and organizational
costs), or otherwise materially interfere with its development;

2. it is to be used to finance production or coassembly/coproduction projects
overseas; and

3. there is not a reasonable expectation of loan repayment.

C. Commercial contracts valued at less than $100,000 will be financed with country funds
and will not be considered for FMF. The annual foreign operations appropriations act limits use of
FMFP funds to countries for which FMFP assistance was justified in the FY89 SA CPD. If
FMFP funds are made available, and they are otherwise eligible for SA support, Egypt, Greece,
Israel, Jordon, Morocco, Pakistan, Portugal, Tunisia, Turkey, and Yemen qualify.

D. SAOs should ensure that the host government is aware of basic US policies on uses for
which FMS credit financing may be applied. Any requests for exceptions must be fully justified
and submitted though the Chief of the US Mission to DSAA for interagency coordination and
approval or disapproval. No commitment whatsoever should be made to the host government
prior to receipt of the resources from DSAA.

901-1 Change No. 6, 10 May 1994
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] ~SECTION 902 - PROCESS AND PROCEDURES I •

90201 GENERAL. According to Section 25 of the AECA, no later than 1 February of each
year, the President shall transmit to the Congress, as a part of the annual presentation of SA
programs proposed for the next fiscal year, a report which among other things provides an estimate
of the aggregate dollar value and quantity of defense articles and services, military education and
training, grant military assistance, and credits and guaranties to be furnished by the US to each
foreign country and international organization in the next fiscal year. OASD/ISA and OASD/ISP,
in concert with DSAA, annually consolidates various inputs and recommendations into the SA
Planning, Programming and Budgeting (PPB) process. The programmed loan amounts, by
country, which are requested by the administration, are based upon information initially submitted
to the Department of State in the AIASA which is prepared by the country team. Ultimately, an
executive branch position is established which is reflected in the CPD for a given fiscal year. The
CPD, among other things, specifies recommended FMS credit programs for individual countries.

90202 CONGRESSIONAL AUTHORIZATION AND APPROPRIATION. Upon
receipt of the executive branch draft (recommended) legislation and the CPD, Congress conducts
hearings on the SA program--giving particular attention to FMS credit financing. The
subsequently approved authorization and appropriation acts cite a dollar amount ceiling for the
FMS credit program with some constraints, specified amounts, or special provision for selected
countries or regions. Within the constraints which may be imposed by the Congress in any given
fiscal year the Department of State, with input from the DoD and Treasury, determines (and DSAA
reprograms as may be necessary) the loan amounts that individual countries shall receive. In this
process, it considers the pertinent economic, military, and political factors. The President has
delegated to the SecDef the authority to issue and guarantee loans to eligible recipients in
accordance with the AECA. The SecDef has redelegated this authority to the Director, DSAA.

90203 APPORTIONMENT. Upon receipt of the Department of State's program approval
and apportionment request document, the OMB issues an apportionment document to DSAA. In
the instance of a DoD guaranteed loan, there is no apportionment of appropriated funds; the
apportionment document is an allocation of program value. However, if the loan to be issued is a
DoD direct loan, the apportionment document provides the DSAA with an apportionment of
appropriated funds in the amount equal to the principal amount of the loan to be issued.

90204 IMPLEMENTATION AND MANAGEMENT OF LOANS. Within DSAA, the **
Financial Management Division (FMD) implements and manages loans. FMD prepares the loan
agreement (see Table 902-3) and obtains signatures. DFAS-DE disburses loan funds, bills the
borrower, and collects payments.

902-1 Change No. 6, 10 May 1994
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90205 ISSUANCE OF FMS LOANS.

A. Federal Financing Bank Loans.

1. 1Garanty1ce. The AECA, Section 24, requires recipients of guaranteed FMS
loans to pay a fee for such guaranties. Accordingly, recipients of DOD guaranteed loans issued by
the FFB must remit payment of the guaranty fee to the DSAA. This one-time (non-refundable) fee
is currently set at one-fourth of one percent of the principal amount of the loan.

2. Signature[Autoization. Three authorizations (which may be incorporated
into a single document) are required from the borrowing country before an FFB loan agreement
may be implemented. The required authorizations are as follows:

a. Authorization for a designated person to sign the loan agreement. (Most
FMS loans are signed by the borrowing country's ambassador, or defense attache at its embassy in
Washington, D.C.)

b. Authorization for a designated person to sign the promissory note that
accompanies the loan agreement.

c. Authorization for a designated person(s) (an alternate is advisable) to sign
requests for disbursements (drawdowns) from the loan.

3. •Gluarn. Upon signature by authorized representatives of the FFB and the
borrowing country, and upon receipt of the required guaranty fee, the DSAA then issues its
guaranty document to the FFB.

4. LegalQOinion. Following issuance of the guaranty, the Office of the OSD
"General Counsel prepares and submits to the FFB a legal opinion document. Upon completion of
this required document, and assuming that all preceding actions are also completed, funds from the
FFB loan are then available for use by the borrowing country.

B. DirgLLoans, DSAA issues direct loans to eligible borrowing countries, utilizing the
annual appropriation as discussed in paragraph 90202., above. As in the case of FFB loans, three
authorizations as described in paragraph 90205.A.2., above, are required from the borrowing
country before loan funds may be disbursed.

C. Interst. Rates.

1. Applicail. All loans must be repaid with interest unless payment is waived
by the Congress.

2. Interest on DOD Direct Loans. Interest charged on direct loans is at a single
fixed rate as determined by the Department of Treasury to be the cost of money to the USG as of
the last day of the month preceding the date of consummation of the loan agreement. Interest rates
at less than the cost of money to the USG must be in the national interest and must be so justified
by the President to the Congress.

3. Interest on DOD Guaranteed Loans Issued by FFB. Interest rates on
FFB guaranteed loans are based upon the cost of money to the USG plus an administrative fee
(currently one-eighth of one percent). Individual fixed interest rates are calculated on the day each
incremental disbursement is processed from the loan. After all loan funds have been disbursed, the
FFB computes a weighted average interest rate.
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D. Repaymet.

1. Renament Period. Loans are normally repaid in five to nine years following
a grace period of one or two years on repayment of principal. The AECA requires that all direct
loans be repaid over a period not to exceed 12 years unless legislated otherwise by the Congress.
The same 12 year limitation has been extended to guaranteed loans except for countries specified
by statute. Historically, Congress has authorized longer repayment terms for specific countries.
The repayment of these loans are made over a period of 20 years following a grace period of ten
years on repayment of principal. (NOTE: Semi-annual interest payments are required on the
principal amount of loan funds disbursed during the grace period).

2. Freuev of Payments. Repayments of FMS loans are made in equal semi-
annual installments. Billing statements (a courtesy rather than a requirement of FMS loan
agreements) are submitted to borrowing countries 30 - 45 days prior to payment due dates.

90206 APPROVAL OF FMS CREDIT-FINANCED PURCHASES.

A. Funding Limitation. All purchases (from either MILDEPs or U.S. commercial
suppliers) that are to be financed from FMS loans must be approved in advance by the DSAA.
Such approvals will be limited by the overall availability of FMS credits. DSAA policy precludes
approval of credit financed purchases in excess of available credit funds.

B. Credit Financing of New FMS Cases . For purchases initiated through the
MILDEPs, the borrower must cite FMS credit financing in its request for an LOA.

C. Conversion of FMS Cases from Non-Credit to FMS Credit Financing.
For FMS credit financing of cases originally issued under cash/DU terms, the purchasing country
must submit requests for conversion to DSAA, together with a copy of the pertinent DD Form
1513.

90207 COMMITMENT OF FMS CREDIT FUNDS.

A. The DSAA will commit the appropriate amount of FMS loan funds to finance each
approved purchase. DSAA policy requires the FMS loan funds to be committed to loans in their
order of issuance. This encourages commitments within the normal expiration period of each loan,
reduces the volume of loan records that must be maintained in an active status, and permits older
loans to be closed out

B. DSAA records commitments against a specific Fiscal Year loan (or MAP program).
This information is maintained in DSAA ADP records but will not appear on LOA documents (DD
Forms 1513, 1513-1, or 1513-2).

C. For new LOAs, DSAA initially commits credit (or MAP funds) during the
countersignature process. DSAA adjusts commitments as required based on DD Forms 1513-1,
1513-2, or case closures.

D. Upon decommitment of prior year FMS credit (or MAP funds) for case closures, case
value reductions, or case cancellations, DSAA will automatically revise the fiscal year breakout of
funding on other active cases to reapply decommitted funds. DSAA will attempt to make all
adjustments required by using a single, large value FMS case. In this manner, uncommitted funds
will always be identified to current loans or MAP programs, permitting older programs to be
closed out.
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90208 DISBURSEMENT OF FMS LOAN FUNDS.

A. General Poicy. While DSAA records and maintains commitments of FMS loan
funds by specific loan, this commitment by specific FMS loan is used as a planning function and
does not mean that the borrowing country must cite that specific loan when disbursement of loan
funds is required.

B. Expiration of Disbursement (FFB Loan Commitment) Period. Section 1.1
of FFB and DOD loan agreements (see Tables 902-1 and 902-3) define the period through which
funds may be disbursed under the loan. In the case of FFB loans, this is called the loan
commitment period. The term "commitment period" in this context means the period through
which FFB is committed to disburse loan funds. Loan funds remaining undisbursed after the
expiration date are lost from the borrower's use. However, if the borrowing country is unable to
disburse all of the loan funds before the expiration date, it may request an extension to the
expiration date via an amendment to the loan agreement. Requests for such an amendment must be
in writing from the borrowing country and must be submitted to DSAA for interdepartmental
coordination and processing of the amendment document. Amendments to FFB loans require the
signatures of the borrowing country, FFB, and DSAA. Amendments to DOD loans require the
signatures of the borrowing country and DSAA.

C. Reouests for Disbursement of Loan Funds. All requests for disbursement of
FMS loan funds must be submitted to DSAA by the borrowing country in the letter format set forth
in the applicable FMS loan agreement. Each request for payment of FMS loan funds to SAAC for
amounts due on FMS cases must indicate the FMS case designator(s) and the dollar amount(s) to
be disbursed for each case. Procedures for requesting disbursements to commercial suppliers are
discussed in paragraph 90209.A. of this section.

D. Methods of Disbursement. All disbursements from FFB loans ae accomplished
by electronic wire transfer. FFB does not process disbursements by issuance of checks.
Disbursements from direct loans are accomplished by issuance of checks through the USAF
Disbursing Office at Boiling AFB, D.C.

E. Limitation on FFB Disbursements. Not more than one FFB disbursement shall
be requested by the borrower in any single month, except that an advance of $500,000 or more
may be requested at any time.

F. Restriction on Use of FMS Loan Funds for Costs of Transnorting FMS
Credit-Financed Cargoes.

1. When ocean transportation is used, all items purchased with FMS loan funds
must be transported by U.S. flag vessels. (NOTE: FMS loan agreement documents contain
provisions for certain waivers which, if approved, permit shipment of up to 50 percent of FMS
loan financed cargo on vessels of the borrowing country, and in certain instances such cargo may
be transported on vessels of a third country. Such waivers are discussed later in Section 903 of
this chapter. In no instance may FMS loan funds be used to pay the cost of transportation
provided by a vessel of non-U.S. registry.)

2. FMS loan funds may be used to pay air transportation costs only if U.S. flag
aircraft are used.

90209 DIRECT COMMERCIAL PURCHASES

A. Policies and Procedures. FMS loan financing may be used, when approved by
DSAA on a case-by-case basis, for the purchase of defense articles and services through direct
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commercial contracts with U.S. contractors. Generally, if a government-to-government
transaction under FMS would be approved for FMS loan financing, a similar direct commercial
contract would be approved. In order to ensure that FMS loan funds are properly utilized, a
careful review of loan financed direct commercial contracts is necessary. The purchasing country
must make a formal request to DSAA, accompanied by a copy of the contract. Upon approval of
FMS loan financing, DSAA notifies both the purchaser and the supplier of its approval action. A
sample of the letters to each is at Tables 902-4 and 902-5, respectively.

FMS Credit Guidelines. Guidelines for FMF of direct commercial contracts **
between US industry and foreign countries are shown in Table 902-5A.

B. Documents and Statements. Requests for payment of FMS loan funds to US
commercial suppliers must be accompanied by certain documents/statements as set forth in the
Annexes and Attachments to each FMS loan agreement. These supporting documents must be
provided to DSAA by the borrower, and not by the commercial supplier.

90210 OFFSHORE PROCUREMENT.

A. Statutory Requirement. Section 42(c) of the AECA provides that:

Funds made available under this Act may be used for procurement outside the
United States only if the President determines that such procurement will not result in
adverse effects upon the economy of the United States or the industrial mobilization
base, with special reference to any areas of labor surplus or to the net position of the
United States in its balance of payments with the rest of the world, which outweigh the
economic or other advantages to the United States of less costly procurement outside
the United States.

B. Determination Authority. The President's functions under Section 42(c) have been
delegated to the SECDEF by Executive Order 11958. The authority for issuance of OSP
Determinations, following concurrence by the Departments of State and Treasury, has been
redelegated to the Director, DSAA. Also, see Paragraph 110001.A.5 for further discussion of
OSP using merged MAP funds.

C. Relevant Projects. An OSP Determination is an exceptional procedure and sbould
be requested or recommended only when:

1. The project otherwise qualifies for financing from funds made available by the
USG.

2. After subtracting from total costs the costs for sand, gravel, cement, cement
products, or other items that the FAR or DFARS exclude from "buy American" considerations,
one-half or more of the dollar value of the contract or the project is of foreign origin; or, if the
vendor or prime contractor is a firm not incorporated in (or if a partnership, its principal place of
doing business is not located in, or if an individual proprietor, the person is not a permanent
resident of) the U.S., its possessions, the Northern Marianas, or Puerto Rico.

D. OSP Project Considerations. While none is determinative by itself, the following
should also be considered prior to recommending an OSP Determination.

I. Does the procurement fit within the context of mutual U.S. and country interests?

2. In order to meet the requirement, must the defense article or service be obtained
from foreign sources?
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3. Can a U.S. source item or service be nmdified to meet the requirement?

4. What percentage of the program cost would have to be purchased from foreign
sources to meet the program requirement?

5. Is it cost prohibitive to procure the item or service in the United States (e.g., a
special production run)?

6. Would there by any impact on the U.S. industrial mobilization base
(e.g., dissolution of a company doing U.S. defense business) or on an area of U.S. labor surplus
(e.g., increased unemployment) if the proposed procurement were from foreign sources?

7. Would there be any impact upon general U.S. trade patterns or trends if the
proposed procurement were from foreign sources?

8. Would an OSP Determination in this particular instance establish a precedent
which will weaken the USG ability to be even-handed in future requests from the same or other
countries?

E. Legal Substance of the Determination. Section 42(c) permits the use of funds
made available to carry out the AECA for procurement outside the U.S. where the procurement
will not result in adverse effects outweighing the advantages. DSAA has consistently refused to
make OSP Determinations except where there will be no adverse effects upon the economy of the
U.S. or the industrial mobilization base. An even balance between adverse effects and advantages
would legally permit offshore procurement. It is difficult to conceive of an OSP that would have a
measurable adverse effect upon the five trillion dollar-plus U.S. gross national product or upon the
entire U.S. defense industry (in contrast with a particular segment or individual company). DSAA
exercises its judgement, as the delegate of the President, according to its perception of the overall
national interests as OSP requests are made.

F. Determination Documents. The MILDEP should provide particulars concerning
the proposed procurement, and justification for the OSP recommendation, to DSAA/OPS. DSAA
will review and coordinate the recommendation and, if cleared, request concurrence from the
Departments of State and Treasury. Following approvals by State and Treasury, a formal
Determination will be signed as shown in Table 902-9.

G. LOA Completion. An FMF or MAP merger funded LOA may be issued, or
financing of the FMF-funded direct commercial contract may be approved, following the formal
Determination.

H. OSP Cost Increase Notification. An information notification will be provided to
Departments of State and Treasury when the value of an OSP project exceeds that originally
anticipated by 50 percent or $1,000,000, whichever is greater. The IA will provide details to the
DSAA action officer for processing of the notification, which may be documented by an informal
memorandum of phone conversation, to operational elements of State and Treasury.

90211 REPAYMENTS OF FMS LOANS.

A. Payment Due Dates. Repayments on FMS loans are due on or before the dates
specified in the promissory notes and are repeated in both the FFB and the DSAA billing
statements.
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B. E.x•elsions. Repayments falling due on a Saturday, Sunday, holiday, or other day
on which the FRB of New York is not open for business, shall be made on the first business day
thereafter. Such extension of time is included in computing interest in connection with such
payment, but excluded from the next interest period.

C. Late Renavments. If the borrower fails to make a repayment when due, the amount
payable is the overdue installment of principal or interest, plus interest thereon at the rate specified
in the promissory note from the due date to the date of actual payment.

D. Renavments Overdue One Year or More. Overdue repayments which continue
in arrears for more than one year are subject to the sanctions of the "Brooke Amendment" which is
an integral part of each recent foreign assistance and related programs appropriations act and
continuing resolution. The Amendment states:

No part of any appropriation contained in this Act shall be used to furnish
assistance to any country which is in default during a period in excess of one
calendar year in payment to the United States of principal or interest on any loan
made to such country by the United States pursuant to a program for which funds
are appropriated under this Act.

Although the provision specifically states only USG foreign aid funds which are appropriated, are
affected, Section 24(c) AECA has the practical effect of making the Brooke Amendment applicable
to FMS guarantied loans as well. Consequently, Brooke Amendment sanctions are activated by
arrearages of more than a year on either aid-financed or FMS-financed loans (direct and
guaranteed). Once invoked, the restrictions apply to most U.S:.funded foreign aid programs
(economic and military).

1. Specific sanctions under the Brooke Amendment are as follows:

a. New loan agreements or guaranties cannot be offered or issued.

b. FMS LOAs financed with FMS Credit (FMSCR) or MAP funds that were
or may be accepted by a country on or after the effective date of the sanction will not be
implemented.

c. New or pending FMSCR or MAP financed LOAs will not be countersigned
or issued to the country for acceptance.

d. Di ect commercial contracts which require new FMSCR financing will not
be approved.

e. FMSCR or MAP financed cases accepted prior to effective date of sanctions
remain in force and will be executed. Modifications or amendments to existing implemented FMS
cases are allowed, when approved by DSAA on a case-by-case basis, as long as program scope is
not increased.

f. New IMET students may not travel to the U.S. or other locations for
initiation of training. IMET students outside their countries of origin whose course of study or
training program began before the effective date of the sanctions may complete such courses,
including already funded sequential courses. However, no additional sequential courses may be
added on or after the effective date of the sanctions. IMET students outside their countries of
origin whose course of study or training program did not begin before the effective date of the
sanctions should normally be returned to their home country as soon as possible. For the purposes
of the Brooke Amendment, an [MET-funded course is deemed to begin on the report date specified
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in the Standardized Training Listing (STL). (If sanctions are lifted, these students will be
considered for late admittance or admittance to the next available course of study or training
program.)

g. IMET funded MTTs and LTDs may not be dispatched or extended beyond
their scheduled termination date.

h. IMET funded training aids may not be issued from supply nor placed on
contract by the supplying agency.

i. The foregoing sanctions remain in effect until payment is received or a
bilateral debt rescheduling agreement is signed by both the country and the USG. All concerned
will be advised by DSAA of a change in status of sanctions.

2. Cash FMS purchases are not subject to these restrictions. Cash payments from
national funds may be used to sustain existing FMS cases or fund new cases when available credit
or MAP funds cannot be committed. However, in most instances it is preferred that a country
under the Brooke Amendment use its available national funds to eliminate the arrearage rather than
undertake new programs. (NOTE: If cash or FMSCR financing is used to finance, in whole or
part, any existing MAP financed case, any preferential pricing attributable to 100 percent MAP
financing under section 503(a)(3) of the FAA of 1961, as amended, is void and FMS pricing
guidelines must be applied to the entire case in accordance with paragraph 71010 of DoD 7290.3-
M. This action could increase the value of the case significantly and may not be in the best interest
of the Purchaser or the USG.)

3. Pipeline deliveries on materiel blanket open-ended cases implemented prior to the
effective date of sanctions are allowed to continue regardless of term.

4. Requisitions on materiel blanket open-ended cases may be processed.

E. DSAA Role as Guarantor of FFB Loans. Overdue repayments on FFB
(guaranteed) loans which remain unpaid ten days after the payment due-date are paid by the DSAA
from its Guaranty Reserve Fund. This action does not in any way relieve the borrowing country
from its obligation to repay-interest continues to accrue on the overdue amount until the repayment
is received from the borrowing country.
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[NOTE: Pages 902-9 through 902-38 are intentionally left blank.]

[Tables 902-1 and 902-2 are deleted.]
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rThis page inm inaly left blank]
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TABLE 902-3

LOAN AGREEMENT

LOAN AGREEMENT made and entered into as of the day of between
the Government of ("Borrower") and the
Government of the United States of America as represented by the Defense Security Assistance
Agency ("DSAA").

WHEREAS, the Borrower desires to enter into purchase contracts ("Purchase Agreements")
with Military Departments and Agencies of the United States Department of Defense ("DoD"),
various United States commercial suppliers, or both of them for the purchase of defense articles,
defense services, and design and construction services of United States origin (with regard to
articles and services financed hereunder, hereinafter collectively referred to as "Defense Items");
and

WHEREAS, the Borrower has requested a loan from the Government of the United States of
America (hereinafter sometimes referred to as the "Lender") to finance payments required to be
made by the Borrower under the Purchase Agreements; and

WHEREAS, it has been determined that the aforesaid requested loan will facilitate the
purposes of the Arms Export Control Act, as amended ("Act").

NOW THEREFORE, in consideration of the premises and the mutual covenants hereinafter
set forth, the parties hereto agree as follows:

SECTIO 1-M

1.1 Subject to the terms and conditions of this Loan Agreement ("Agreement"), the Lender
agrees to make advances to the Borrower from time to time in an aggregate principal amount not to
exceed dollars (US $ ), the obligation of the Lender
under this section being hereinafter called the 'Loan Proceeds."

1.2 Before requesting any advance hereunder, the Borrower shall execute and deliver to the
DSAA a single promissory note ("Note") substantially in the form attached hereto as Annex L

1.3 The Loan Proceeds shall be available only to finance the purchase of Defense Items by
the Borrower pursuant to Purchase Agreements approved for such financing by the DSAA in
accordance with the policies and procedures in effect at the time such financing is approved. The
current DSAA procedures for obtaining this approval are, without being incorporated herein,
attached hereto as Exhibit A. Each authorization for the Borrower to enter into a Purchase
Agreement in implementation of this Loan Agreement shall be separately communicated by the
DSAA in writing to the Borrower substantially in the form of the Attachment to Exhibit A. The
authorization shall specify the case identifier assigned by the DSAA to, and the amount of
financing authorized for, the approved Purchase Agreement.

TABLE 902-3. Loan Agreement.
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1.4 (a) Each advance hereunder by the Lender shall be made upon the delivery to the
DSAA of a letter request from the Borrower. The letter request shall be in the form set forth in
Annex II and shall be delivered to the DSAA not less than fifteen business days before the
disbursement date. Documentation in support of letter requests shall be in accordance with DSAA
policies and procedures in effect at the time the Purchase Agreement, for which the advance is
requested, was approved by the DSAA. The current DSAA requirements for documentation
supporting requests for disbursement are, without being incorporated herein, attached hereto as
Exhibit B.

(b) Not more than two advances shall be requested in any single month, except that
an advance of $100,000 or more may be requested at any time. An advance may consist of
payments to more than one supplier.

(c) Advances made to the Borrower shall be authorized in accordance with Requests
for Advances, which shall be prepared by the Borrower in the form of Annex HI hereof and
forwarded to the Lender for each advance. Each advance shall bear interest, as provided in Section
2, commencing with the disbursement date of the advance.

(d) Subject to the terms and conditions of this Loan Agreement, the Lender agrees to
make advances to the Borrower from time to time for a period of three (3) years from the date of
this Loan Agreement.

SE N REPAYENT AND ASSIGNABILITY

2.1 (a) The Borrower hereby agrees to repay the principal of the advances made under
this Agreement semiannually in accordance with the repayment schedule set forth in the Note
("Schedule"), and to pay interest on such outstanding unpaid principal as provided in the Note. All
payments of principal and interest shall be made in immediately available funds of lawful money of
the United States of America, at the Federal Reserve Bank of New York, as provided in Annex III
hereof.

(b) If on any installment date in the Schedule the outstanding balance of the advances
is less than the amount of principal due, the Borrower shall, on such installment date, repay the
entire outstanding balance, plus accrued interest thereon. If thereafter the Borrower shall avail
itself of the Loan Proceeds in an amount which would have been payable on a prior installment
date but for the provisions of the immediately preceding sentence, such amount, plus accrued
interest thereon, shall be repayable on the next succeeding installment date of the Schedule
occurring after the disbursement of such amount and the scheduled principal repayable on that date
shall be increased by such amount.

(c) If by the final date specified in Section 1.4(d) hereof the Borrower has not availed
itself of the entire amount of the Loan Proceeds, and if such date is not extended by amendment to
this agreement, the installments of principal in the Schedule shall be reduced in the inverse order of
the maturity thereof to the extent of the unused balance of the Loan Proceeds.

(d) The Borrower may prepay principal in part or in full without penalty or premium,
but such prepayment must be accompanied by payment of interest on the amount prepaid to the
date of repayment and must be applied to the satisfaction of installments of principal repayments in
the inverse order of their maturities.

TABLE 902-3. (Continued).
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2.2 Whenever any payment under the Note shall be due on a Saturday, Sunday, or a day on
which the DOD or the Federal Reserve Bank of New York are not open for business, such
payment shall be made on the first day thereafter on which the DOD and the Federal Reserve Bank
of New York are open for business, and such extension of time shall be included in computing
interest in connection with such payment, but excluded from the next interest period, if any.

2.3 If the Borrower fails to make payment when and as due of any installment of principal
or interest under the Note, the amount payable shall be overdue installment of principal or interest,
plus interest thereon at the rate specified in the Note, from the due date to the date of payment.

2.4 The Lender may sell or assign the Note at any time, in whole or in part. However, if
the Lender intends to sell or assign the Note or any part thereof to any entity other than an agency
of the United States, the Lender shall give the Borrower written notice thereof not less than fifteen
days prior to the date of the intended sale or assignment; in that event, the Borrower shall have the
option, to be exercised by giving written notice to the Lender at least five days prior to the intended
sale or assignment, to purchase the entire Note on such terms and conditions as are established by
the Lender.

SE N REPRESENTATIONS AND WARRANTIES

The Lender has entered into this Agreement and will make the loan provided for herein on the
basis of the following representations and warranties of the Borrower:

(a) The Borrower has full power, authority and legal right to incur the indebtedness
contemplated in this Agreement on the terms and conditions contained herein, and to execute,
deliver and perform this Agreement and the Note;

(b) The execution, delivery and performance of this Agreement and the Note will not
violate any provisions of, and have been duly and validly authorized under, the laws of the
Borrower, and all actions necessary to authorize the borrowings hereunder and the execution,
delivery and performance of this Agreement and the Note have been duly taken; and

(c) This Agreement has been, and the Note when issued will be, duly executed and
delivered by persons duly authorized, and this Agreement constitutes, and the Note when issued
will constitute, the valid, legal and binding obligation of the Borrower, enforceable in accordance
with their respective terms.

SE CONDITIONS OF LENDING

4.1 The obligation of the Lender to make advances hereunder is subject to the conditions
precedent that, prior to the first disbursement, it shall have received, satisfactory to it in form and
substance:

(a) Evidence of the authority of each person who (i) signed this Agreement on behalf
of the Borrower, (ii) signed or will sign the Note, and (iii) will sign on behalf of the Borrower,
any notices, requests for advances, or other documents contemplated by this Agreement. Evidence
of this authority shall be in the form of the letter at Annex IV; and

(b) The Note executed by the duly authorized representative of the Borrower.

TABLE 902-3. (Continued).
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4.2 The obligation of the Lender to make any advance hereunder is subject to the further
conditions precedent that:

(a) No event of default within the meaning of Section 6 hereof shall have occurred,

(b) The DSAA shall have received a letter request executed by the duly authorized
representative of the Borrower and prepared in accordance with the procedures for disbursermet of
Loan Proceeds; and

(c) All legal matters incident to the Note, and this Agreement shall be -satisfactory to
the General Counsel of the DSAA.

SEC•1QN• CQYENAMI•
The Borrower covenants and agrees that from the date of this Agreement and so long as any

amounts remain unpaid on the Note or otherwise under this Agreement and at least until ten years
has elapsed from the date first above written:

(a) All payments of principal and interest on the Note and other fees and expenses
shall be made free and clear of, and without deduction for, any and all taxes, levies, duties, fees,
charges, deductions, withholdings, restrictions or conditions of any nature whatsoever now or
hereafter imposed, levied, collected or assessed with respect thereto, by or with respect to the
Borrower or any authority thereof or therein;

(b) Any claim which it may now or hereafter have against any person, corporation or
other entity (including without limitation, the Government of the United States, DOD, DSAA and
any supplier of Defense Items) in connection with any transaction, for any reason whatsoever,
shall not affect the obligation of the Borrower to make the payments required to be made to the
Lender under this Agreement or the Note, and shall not be asserted as a defense to the payment of
such obligation or as a setoff, counterclaim, or deduction against such payments;

(c) It will pay all taxes, now or hereafter in effect, imposed with respect to this
Agreement or the Note by any government other than the Government of the United States of
America and will save and hold harmless any holder of the Note from all losses or liabilities
resulting from any delay or omission to pay such taxes;

(d) Any legal action or proceeding against it by the Lender with respect to this
Agreement or the Note may be brought in the Courts of the District of Columbia or in the United
States District Court for the District of Columbia or in the courts of the Borrower, as the Lender
may elect, and by execution and delivery of this Agreement, the Borrower submits to each
jurisdiction. In the case of the Courts of the District of Columbia or of the United States District
Court for the District of Columbia, the Borrower consents to the service of process out of said
courts by mailing copies of such process by registered United States mail, postage prepaid, to it at
its address set forth in Section 8.3(a) hereof;

(e) The Borrower shall make all of its records and files relating to its use or other
disposition of the Loan Proceeds and to any Purchase Agreement approved for financing with such
Loan Proceeds available upon request for inspection by the Department of Defense of the Lender or
by the Department of Justice of the Lender,
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(0 The Borrower shall make its officials and its employees as well as its nationals
who are neither officials nor employees available, to the fullest extent allowed by the laws of the
Borrower, for interview by the Department of Defense of the Lender or by the Department of
Justice of the Lender in connection with any investigation of crime under the laws of the Lender
arising out of the use or other disposition of any of the Loan Proceeds or arising out of any
Purchase Agreement approved for financing with such Loan Proceeds; and,

(g) The Borrower shall notify in writing each commercial supplier with which it has a
Purchase Agreement approved for financing with the Loan Proceeds promptly upon its receipt of
notification by DSAA of such approval that United States Government funds are being and will be
used to finance such Purchase Agreement.

SECTION 6 DEF~AULTS
6.1 A condition of default shall exist upon the occurrence of any of the following events of

default:

(a) If the Borrower fails for a period of ten calendar days to make any payment of
principal or interest on the Note when due;

(b) If a default shall have occurred on any other loan to the Borrower by the DSAA, a
holder of the Note, or the Government of the United States of America or any agency thereof-,

(c) If any representation or warranty made by the Borrower herein or any certification
of the Borrower required herein proves to be at any time incorrect in any material respect;

(d) If (i) the Borrower defaults in the performance of any of the provisions in
Sections 1, 2 or 7 hereof, and (ii) such default shall continue unremedied for thirty calendar days
after written notice thereof shall have been given by the DSAA to the Borrower, or

(e) If the Borrower defaults in the performance of any other provision in this
Agreement, and such default shall continue unremedied for thirty calendar days after written notice
thereof shall have been given to the Borrower.

6.2 Upon each and any such event, the holder of the Note may declare immediately due and
payable the unpaid principal and accrued interest on the Note and any other note or other
indebtedness of the Borrower held by the holder of the Note and thereupon such amount shall
become immediately due and payable without protest, presentment, notice or other demand of any
kind, all of which are hereby expressly waived by the Borrower, and if such event occurs before
the full amount of the Loan Proceeds has been disbursed or before any other loan commitment of
the holder of the Note to the Borrower has been fulfilled, the holder of the Note may terminate or
suspend such disbursements and commitments. The Borrower shall pay all costs and expenses,
including attorney fees incurred in the collection of amounts due hereunder after default

SETIONQ7. TRANSPORTATION

7.1 All Defense Items to be transported from the United States by ocean vessel shall be
transported in vessels of United States registry unless a waiver is obtained from the DSAA or the
Maritime Administration, U.S. Department of Transportation ("MARAD"). The current DSAA
and MARAD procedures for obtaining a waiver are, without being incorporated herein, attached
hereto as Exhibit C. In each instance where a supplier will arrange ocean transportation for
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Defense Items being purchased, the Borrower shall give written notice of this requirement to the
supplier.

(a) for Purchase Agreements already entered into, within ten days of the date hereof,
and

(b) for Purchase Agreements hereafter entered into, on the date the Purchase
Agreement is consummated.

7.2 The Borrower shall provide the following information to the Director, Office of Market
Development (MARAD), with respect to any ocean or air shipments of Defense Items from the
United States: (a) FMS Case Identifier, (b) FAS value of cargo, (c) supplier, (d) freight
forwarder. (e) freight cost, (f) name of vessel or airline, (g) vessei/aircraft flag of registry, (h) date
of loading, (i) port or place of loading, (j) port or place of final discharge, (k) cargo description, (1)
gross weight of cargo, and (m) cubic measurement of cargo. This information shall be provided as
soon as possible and in any event not later than 90 days from the date of shipment, and shall
contain a reference to this Agreement.

7.3 Advances hereunder may be used to pay ocean or air freight costs for transportation of
only those Defense Items financed by this loan and only if such items are carried on vessels or
aircraft of United States registry.

SE8 MISCELLANEOUS

8.1 The Borrower and the Lender may agree at any time hereafter to apply a portion or
portions of Loan Proceeds that have not been approved to finance Purchase Agreements (in
accordance with Section 1.3 hereof) as a participation or participations in credit(s) furnished to the
Borrower for the financing of the purchase of Defense Items by the Borrower pursuant to Purchase
Agreements so approved. Such participation(s) shall be limited to those in credit(s) furnished by
any individual, corporation, partnership, or other juridical entity doing business in the United
States, and the Borrower and the Lender shall agree for that purpose with the entity furnishing said
credit(s) on the terms and conditions under which the credit(s) will be furnished.

8.2 No omission or delay on the part of the Lender in exercising any right hereunder shall
operate as a waiver of such right or any other right hereunder. The rights and remedies prescribed
herein are cumulative and not in limitation of or substitution for other rights or remedies of the
Lender.

8.3 Any notice, demand or other communication hereunder shall be deemed to have been
given if in writing and actually delivered at the addresses shown below:

(a) In the case of the Borrower to:

(b) In the case of MARAD to:

Director, Office of Market Development
Maritime Administration
U.S. Department of Transportation
Washington, D.C. 20590-0001

TABLE 902-3. (Continued).
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(c) In the case of the Lender to:

Director, Defense Security Assistance Agency
The Pentagon
Washington, D.C. 20301-2800

or to such other addresses as may be specified in writing.

8.4 Notwithstanding Section 1.3 hereot, the Loan Proceeds shall also be available to make **
payment of principal and interest owed to the United States Government under any loan made or
guaranteed pursuant to the Arms Export Control Act except principal and interest not due at the
time payment is to be made. Advances requested to be made for such purpose shall be made upon
delivery to the DSAA of a letter request from the Borrower not less than fifteen business days
before the disbursement date.

8.5 This Agreement and the Note shall be construed and interpreted in accordance with the
laws of the United States of America, and if none is applicable, with those of the District of
Columbia, United States of America.

8.6 T1his Agreement shall be binding upon and inure to the benefit of the Borrower and the
Lender and their respective successors and assigns, except that the Borrower may not assign its
rights or obligations hereunder without the prior written consent of the DSAA. All agreements,
covenants, representations and warranties made herein shall survive the delivery of the Note and
the making of the advances hereunder.

8.7 This Agreement may be executed in any number of counterparts, each of which when
so executed and delivered shall be an original, but all the counterparts shall together constitute a
single instrument. Annexes 1, H, M1, and IV attached hereto are, by this reference, made a part of
this Agreement.

8.8 All notices, demands, or other communications given under this Agreement, unless
submitted in the English language, shall be accompanied by an English translation and such
trnslation shall govern.

8.9 In case any one or more of the provisions contained in this Agreement or the Note
should be invalid, illegal or unenforceable in any respect, the validity, legality and enfoaieability of
the remaining provisions contained hemn or therein shall not in any way be affected or impaired.
This Agreement or the Note may be amended only with the mutual written consent of the
Borrower, Lender, and holder of the Note.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by
their duly authorized officers and reprentatives on the day and year first above written.

GOVERNMENT OF

By

GOVERNMENT OF THE UNrIED STATES OF AMERICA

By
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ANNEX I

PROMISSORY NOTE

FOR VALUE RECEIVED, THE GOVERNMENT OF
("Borrower") hereby promises to pay to the Government of the United States of America
("Lender") such sums as may be advanced by the DSAA hereunder. The L er shall not be
obliged to advance more than dollars (U.S. $

Tbe principal amount advanced under this Note shall be repaid in installments of
$ and installment of $ . The installments shall be due and
payable on and of each year commencing on with
the final installment due on . A schedule of the principal amounts due is attached
hereto.

Advances shall bear interest on the unpaid principal balance outstanding at a rate of
percent per annum on and of each year cong

on___

Interest shall be calculated on the basis of a year of 365 days and the actual number of days
elapsed. The total amount of advances hereunder shall be repaid, with right of prepayment, in
accordance with the schedule attached to this Note.

Both principal and interest shall be paid in lawful money of the United States in immediately
available funds at the Federal Reserve Bank of New Yo&k.

This Note is issued at Washington, D.C., pursuant to the Loan Agreement dated
between the Borrower and the Lender, and is subject to the terms and entitled to

the benefits of that AgreemenL

GOVERNMENT OF

Date: By (SEAL)

TABLE 902-3. (Continued)
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ATrACHMENT TO

ANNEX I

PR~INCIPAL REAYME SCHEDUI F

The first (amount) shall be repaid on (date)
The next shall be repaid on
The next shall be repaid on
The next shall be repaid on
The next shall be repaid on
The next shall be re)aid on
The next shall be repaid on
The next shall be repaid on
The next shall be repaid on
The next shall be repaid on
The next shall be repaid on
The last shall be repaid on

Total
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ANNEX 11
FORM OF LETITER REQUEST FOR ADVANCE OF FU)NDS

D irector
Defense Security Assistance Agency
Pentagon
Washington, D.C. 20301-2800

Dear Sir.

In accordance with the provisions of Section 1.4 of our Loan Agreement with the
Government of the United States of America dated , the Government of

hereby requests the DSAA approval and disbursement of an advance
of from that loan.

The Government of acknowledges that advances hereunder may be
used to pay ocean and air freight costs only for transportation of Defense Items being carried on
vessels or aircraft of United States registry, and that all materiel financed from this loan which is to
be shipped by ocean surface transportation must be transported in privately-owned vessels of
United States registry unless a waiver is obtained in accordance with Sectian 7 of the Loan
Agreement. In furtherance of this requirement, the suppliers of the materiel being financed with
this advance were so notified and given appropriate shipping instructions.

In connection with this request, the Government of confirms that,
as appropriate: the defense articles and services for which payment is requested have been
satisfactorily delivered; or the advance payment requested is in accordance with requirements of the
contract; or the progress payment requested is based on the contractor's satisfactory progress and
is in accordance with requirements of the contract; and that payment is therefore due and unpaid
under the Purchase Agreement with the .

Sincerely,

GOVERNMENT OF

By
(Name and Title)
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ANNEX HI

REPAYMIENT PROCEDURE

All repayments shall be in immediately available U.S. dollars at the New York Federal
Reserve Bank, New York, New York, on the day payment is due. To this end, payment shall be
made by either of the following methods.

The New York Federal Reserve Bank maintains accounts for many foreign central banks.
The Borrower may make payment by a direct transfer from its central bank (or a central bank being
utilized by it for that purpose) to the New York Federal Reserve Bank. In effecting the transfer,
the central bank should use the exact payment account information provided below, and indicate to
the New York Federal Reserve Bank that the funds are for credit to the United States Treasury, for
credit to the account of the Defense Security Assistance Agency:

021030004 (Note 1)
(Note 2) (Note 3) Payment Amount (in U.S. dollars)
LEAVE BLANK LINE HERE - for Federal Reserve Bank use only
TREASURY NYC/CTR/BNF=/AC-0005037 OBI=(Begin third party text -

may use up to 219 characters with this optimum format;
this text should include the precise loan installments(s)
to which the remitted amount should be credited.)

Notes: 1 Type-Subtype-CD Provided by sending bank.
2 Sender-DFI-No. Provided by sending bank.
3 Sender-REF-No. Optional information provided by sending bank.

Should the Borrower choose to use the Federal Reserve wire payment system ("Fedwire"), a
system for making instantaneous transfers of funds between U.S. banks, the Borrower should
instruct its local U.S. bank to transfer the funds to the New York Federal Reserve Bank by
Fedwire on the payment date and to include in the wire the payment account information set forth
in the preceding paragraph.

The payment account information must be e,&Q,. in the form shown above (including spacing
between words or numbers) to insure timely receipt by the DSAA, and to avoid the assessment of
late charges.

Checks, drafts, and other orders for payment do not constitute immediately available funds
and therefore do not meet the requirements of the Promissory Note. These instruments will be
accepted but funds will be credited to accounts only after confirmation by the U.S. Treasury.
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ANNEX IV
DESIGNATLON OF AUTHO[RITY

1. The Borrower shall provide to the DSAA a written communication that evidences the
authority for incumbents of specifically named offices or specifically named individuals to sign the
loan documents on its behalf. As a minimum the commnication will contain the following.

Director

Defense Security Assistance Agency
The Pentagon
Washington, D.C. 20301-2800

Dear Sir

The following officials of the Government of are duly authorized
to execute and deliver documents as indicated below in connection with a loan
agreement in the amount of between the Government of the
United States and this Government:

a. LOAN AGREEMENT:

[Person's Name(s) and/or Title(s) of Office(s1l

b PROMISSORY NOTE:

[Person's Name(s) and/or Title(s) of Office(sj)l

c. REQUESTS FOR DISBURSEMENT AND SUCH OTHER DOC-
UMENTS AS MAY BE REQUIRED UNDER THIS LOAN
AGREEMENT.

[Person's Name(s) and/or Title(s) of Office(sA)

Very truly yours,

Date: By
(Name and Tide Typed)

2. The designation of authority letter shall be signed by an appropriate person empowered under
the laws of the Borrower to delegate to selected officials authority to sign debt obligations or the
other documents as stated in the name of its Government. The Borrower shall submit a
designation of authority letter to DSAA containing the names and signatures of newly designated
officials whenever changes occur.
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EXHIBIT A

PROCEDURES FOR OBTAINING DSAA APPROVAL

FOR

LOAN FINANCING OF PURCHASE AGREEMENTS

1. G

The Defense Security Assistance Agency (DSAA) is responsible for approving loan financing
of all Purchase Agreements that the Borrower wishes to finance with proceeds from the loan issued
by the DSAA under the provisions of the Arms Export Control Act. The use of loan proceeds shall
be approved for the financing of purchases by the Borrower only of defense articles, defense
services, and design and construction services of U.S. origin. In reviewing requests for financing
of Purchase Agreements, the DSAA is guided by objectives established by the U.S. Government
for improvement of the Borrowers defense capabilities, by generally accepted financing practices,
and by United States laws, regulations and policies in effect at the time the financing is requested.
The U.S. Government reserves the right to refuse to finance any purchase agreement and is not
required to explain its reason(s) for such refusal.

2. Purchases from U.S, Militar D amnt

a. The U.S. Military Departments effect Foreign Military Sales (FMS) by means of the
Letter of Offer and Acceptance (LOA), Department of Defense Form 1513. Each LOA, also
referred to as an FMS case, is identified by a three digit alphabetic code referred to as "case
identifier". If a Borrower desires to fund an FMS case from this loan, it must so inform the
Military Department prior to the issuance of the LOA. In turn, the Military Department will reflect
the desired loan financing on the LOA and submit it to the DSAA Comptroller for approval and
countersignature.

b. When the Borrower wishes to use FMS loan funds to pay amounts due under an FMS
case which has already been established as a "cash" or "dependable undertaking" case, the
Borrower must ask the pertinent Military Department to convert all or part of that case from cash to
loan funding. The Military Department must also submit the amended case to the DSAA
Comptroller for review and approval to support the requested change in funding.

c. For each case it approves for financing from the FMS loan, the DSAA Comptroller will
reserve funds from the uncommitted loan balance in an amount equal to the entire estimated cost of
the FMS case, or, as the situation may be, that part of the FMS case requested for loan funding.
The portion of the loan so reserved will then be available only for such payments. Payments,
either for deliveries of materiel or progress payments, from advances requested by the Borrower,
will be made by the DSAA Comptroller against the 4n=ount reserved for that purpose.

3. Purchases ftbm Commercial Firms.

a. Loan funds may be used to finance purchases from U.S. Commercial Suppliers,
provided such financing has been approved by the DSAA. In order that the DSAA may advise a
Borr ,wer whether it will approve such financing, the Borrower must provide a copy of the
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contract or proforma purchase order to the DSAA Comptroller for its review, preferably before the
Borrower obligates itself to a purchase which it desires to be financed with loan funds. Before the
DSAA can give its final approval of loan financing, the commercial supplier must submit to the
DSAA the "Contractor's Certification and Agreement with Defense Security Assistance Agency" as
illustrated in Exhibit B. The Borrower should allow at least 90 days for the DSAA's review of the
contract for approval of loan financing. Each loan financing approval shall be separately
communicated by the DSAA in writing to the Borrower by use of the "Loan Financing Approval"
illustrated as an attachment to this exhibit.

b. Loan financing shall be approved and made available only to finance the purchase of
defense articles and services authorized for such financing by DSAA in accordance with policies
and procedures in effect at the time such financing is approved. Current DSAA policies pertinent
to approval of loan financing for purchase agreements are included in the Security Assistance
Management Manual.

c. In addition to the approval mentioned above, the DSAA, at the time it approves requests
for advances (disbursements) of funds pursuant to Annex II, also will require from the Borrower
invoices properly executed by the commercial supplier, and bills-of-lading and statements, as may
be applicable, substantially in the formats described in paragraph 4 of Exhibit B (DSAA
Requirements for Documentation to Support Requests for Advances).

d. For each commercial purchase agreement for which financing is approved, the DSAA
Comptroller will assign a case identifier and will provide to the Borrower a Loan Financing
Approval letter in the form of the Attachment to this Exhibit. This letter will provide the case
identifier assigned to the case. For each case it approves for loan financing, the DSAA
Comptroller will reserve loan funds in the amount requested. The loan funds so reserved will then
be available only for payments on that case, unless the Borrower directs otherwise. Payments for
deliveries, progress, or advance payments, will be processed by the DSAA Comptroller against the
amount reserved for the approved purchase agreement.

e. The DSAA Comptroller will also provide letters to the commercial firm informing it of
conditions of loan financing and certifications required as prerequisites to the DSAA approving
FMS loan financing for the purchase agreement, and indicating the DSAA approval of financing of
the purchase agreement.
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ATUACHHNT TO
EXHIBIT A

LOAN FINANCING APPROVAL

Dear Sir.

Pursmuat to the provisions of Section 1.3 of the Loan Agreement between your Government
and the U.S. Government, and in response to your recent request for loan financing of a purchase
directly from a commercial firm, financing for the following purchase arrangement is hereby
approved:

Supplier:

Contract or Proforma Invoice number and date:

Case Identifier Funds Previously Funds Reserved
Assigned to Reserved for Funding for
ib wUhuT Purchas Revision is

Sincerely,
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EXHIBIT B

DSAA REQUIREMENTS FOR DOCUMENTATION
TO SUPPORT REQUESTS FOR ADVANCES

1. This Exhibit describes the documents which the Borrower must furnish to the DSAA
Comptroller in support of requests for advances.

2. Whenever the Borrower desires a disbursement of FMS loan funds, its authorized
representative(s), as designated pursuant to provisions of the Loan Agreement, shall forward the
written request, prepared in accordance with Annex II of the Agreement, to the DSAA
Comptroller, The Pentagon, Washington, D.C. 20301-2800, not less than 15 business days before
the desired disbursement date.

3. With each request for an advance, the Borrower will provide a letter addressed to the
Director, Defense Security Assistance Agency, substantially in the format as follows:

Dear Sir.

In accordance with the provisions of Section 1.4 of our Loan Agreement with
the Government of the United States of America dated (date) the Government
of hereby requests the DSAA approval and disbursement of
an advance of JamnuL0 from that loan.

The Government of acknowledges that advances
hereunder may be used to pay ocean and air freight costs only for transportation of
Defense Items being carried on vessels or aircraft of United States registry, and that
all materiel financed from this loan which is to be shipped by ocean surface
transportation must be transported in privately owned vessels of United States
"registry unless a waiver is obtained in accordance with Section 7 of the Loan
Agreement. In furtherance of this requirement, the suppliers of the materiel being
financed with this advance were so notified and given appropriate shipping
instructions.

In connection with this request, the Government of confirms
that, as appropriate: the defense articles and services for which payment is
requested have been satisfactorily delivered; or the advance payment requested is in
accordance with requirements of the contract; or the progress payment requested is
based on the contractor's satisfactory progress and is in accordance with
requirements of the contract; and that payment is therefore due and unpaid under the
Purchase Agreement (Case Identifier) with the I(upilrL.

Sincerely,

GOVERNMENT OF

By
(Name and Title)
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4. Whenever funds from this loan are to be used to pay a Commercial Supplier, the Borrower
shall also provide invoices and bills-of-lading in support of each request for an advance, as
follows:

a. As a minimum, the invoices must: (1) reflect the amount due and payment due date; (2)
specify whether the amount billed is a down payment, progress/milestone payment, or delivery
payment; (3) list the items and services delivered for which payment is requested; (4) indicate by a
separate entry the transportation costs, if not included in the item price; (5) designate the FOB point
and "ship to" address; (6) designate the address to where the payment should be sent; (7) if the
billed amount consists of "cost, insurance and freight" (CIF) terms for delivery of materiel to a
destination point outside the United States, provide the name of the carrier(s) of the materiel from
the U.S. Port of Embarkation; and (8) be supported by a copy of freight bills, air waybills, or rated
on-board bills-of-lading, fully accounting for the cost of inland and export transportation of the
items covered by the invoice for which payment is requested. If the Contractor pays for the
transportation, whether the transportation cost is included in the price of the item or billed
separately to the Purchaser, bills-of-lading or air waybills must be submitted with the invoice for
which payment is requested. A copy of the invoice for the cost of any insurance coverage on the
shipment must also be submitted along with the shipping documents.

b. If the purchaser is paying the export transportation cost with other than U.S.
Government funds (i.e., the Contractor is not paying for the export transportation cost) the
Contractor will submit a certification with the invoice as follows:

The (C•ntracito• acknowledges that U.S. Government funds are being used by the
Government of to finance this purchase and certifies that no
shipping cost has been incurred by this firm for exporting this materiel from the
United States and no shipping cost is included in the sales price or otherwise
included in the invoice amount for which payment is requested.

c. All Contractor's invoices must be submitted with the following certification:

The (Conacr acknowledges U.S. Government funds are being used by the
Government of to finance this purchase and certifies that the
invoice(s) submitted with rfspect thereto are free from any material false statement
or misrepresentation and do not omit any material facts.

d. Before DSAA authorizes the use of loan funds to finance any purchase from a
Commercial Supplier, the Borrower must ensure that the Commercial Supplier completes and
submits to the DSAA the "Contractor's Certification and Agreement with Defense Security
Assistance Agency" as illustrated in Table 902-7.

5. Whenever funds from this loan are to be used to pay an amount owed on an FMS case, the
Borrower shall also provide a listing of the FMS cases for which payment is requested and the
amounts applicable to each.
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EXHIBIT C

MARINE TRANSPORTATION WAIVER PROCEDURES

1. The following procedures and conditions shall be adhered to concerning marine
transportation of defense articles, the purchase of which is to be financed under this agreement.
All defense articles, which are transported by ocean vessel, shall be transported in privately owned
vessels of U.S. registry unless a waiver of this requirement is obtained from the Director, Defense
Security Assistance Agency, Department of Defense. Requests for waiver are categorized as
general, non-availability, or security as outlined below:

A. General Waivers.

Consideration will be given to a waiver application to authorize vessels flying the flag of the
country to whom this agreement applies to participate in the transportation of cargo generated under
this agreement provided the recipient country does not discriminate against United States flag
vessels in the carriage of the exports or imports of the recipient nation. Approval may be granted
for recipient country's vessels to carry up to, but not in excess of 50 percent of the cargo under this
agreement. Ocean freight revenue is the main criterion for determining flag participation but cargo
valuation shall also be taken into consideration. Accordingly, throughout the life of this
agreement, U.S. flag vessels shall not receive less than 50 percent of the cargo valuation and ocean
freight revenue insofar as practicable.

Applications for general waiver should be submitted as soon as practicable after
determination has been made to use recipient country flag vessels but at least 21 days in advance of
intended shipping dates to enable verification of the treatment accorded vessels of U.S. registry
and to process the application.

Subsequent to the granting of a general waiver, if it occurs that neither United States flag
vessels nor recipient country flag vessels are available, consideration will be given to specific
waiver applications to authorize, on a shipment-by-shipment basis, the use of third flag vessels.
Applications for the use of a third flag vessel under an approved general waiver should be
submitted at least 21 days prior to the intended shipping date to allow time to process the
application. If a waiver is granted to allow the use of a third flag vessel for a particular shipment
under an existing general waiver, the cargo carried by the third flag vessel shall be recorded against
the recipient country flag vessels' portion of the cargo available under the general waiver.

The application for a general waiver and subsequent waivers for the use of third flag vessels
should be submitted by the recipient country directing the shipment (or his freight forwarder) to the
Director, Defense Security Assistance Agency, The Pentagon, Washington, D.C. 20301-2800,
with a copy to the Director, Office of Market Development, Maritime Administration, U.S.
Department of Transportation, Washington, D.C. 20590-0001.

B. Non-Availability Waivers.

Consideration will be given to waiver applications to authorize use of foreign flag vessels in
those cases of non-availability of United States flag vessels or in instances of non-availability of
United States flag vessels at reasonable rates.
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Applications for non-availability waivers to permit use of recipient country flag vessels need
not be submitted if a general waiver has been approved and the recipient country will use U.S. flag /-
vessels to carry over 50 percent of the cargo under this agreement. Applications are required
where a general waiver (1) has not been applied for, (2) has not been approved, or (3) has been
approved but, on a shipment-by-shipment basis, U.S. flag vessels are not available or not available
at reasonable rates and shipments on non-U.S. flag vessels will exceed 50 percent of the cargo
under this agreement. If a general waiver has been approved, every effort should be made to ship
defense articles and equipment, where U.S. flag vessels are not available or not available at
reasonable rates, under the recipient country's portion of the cargo available under the general
waiver. Therefore, applications for non-availability waivers, where a general waiver has been
approved, should be submitted only under unusual circumstances.

Applications on the basis of non-availability of vessels of U.S. registry must establish and
document that the recipient country has made a reasonable, timely and bona fide effort to arrange
shipment on vessels of U.S. registry and that such vessels are not available. Such applications
must be submitted at least 21 days in advance of the intended shipping date to enable verification of
non-availability of vessels of U.S. registry and to process the application.

Applications on the basis of non-availability of vessels of U.S. registry at reasonable rates
must establish and document all applicable comparative rates and should be submitted at least 21
days in advance of the intended shipping date to enable verification of non-availability of vessels of
United States registry at reasonable rates and to process the application.

Applications for non-availability waivers must be submitted on a shipment-by-shipment
basis. Applications should be submitted to the Director, Defense Security Assistance Agency, The
Pentagon, Washington, D.C. 20301-2800, with a copy to the Director, Office of Market
Development, Maritime Administration, U.S. Department of Transportation, Washington, D.C.
20590-0001.

Each application for a non-availability waiver should contain the following information.

1. Identification and address of the ap'plicant
2. Recipient country
3. Date of loan
4. Manufacturer and/or exporter
5. List and description of commodities to be shipped
6. FAS value of commodities
7. Shipping date
8. Loading port
9. Discharge port
10. Estimated ocean freight cost
11. Proposed vessel(s) to be used
12. Weight of shipment
13. Cube measurement of shipment
14. Original point of production
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C. Security Waivers.

Consideration will be given to waiver applications to authorize vessels flying the flag of the
country to whom the agreement applies on the basis of reasonable security needs in regards to the
cargo and the arrival of such cargo at its destination. A security waiver may be requested for a
specific shipment or series of shipments under this agreement where sabotage may reasonably be
expected or a state of emergency exists.

Application for security waivers need not be submitted if a general waiver has been approved
and the recipient country will use U.S. flag vessels to carry over 50 percent of the cargo under this
agreement. Applications are required where a general waiver (1) has not been applied for, (2) has
not been approved, or (3) has been approved but, on a shipment-by-shipment basis, use of
recipient country flag vessels will exceed 50 percent of the cargo under this agreement. If a general
waiver has been approved, every effort should be made to ship those defense articles and
equipment involving special security or safety requirements under the recipient country's portion of
the cargo available under the general waiver. Therefore, waiver applications for security or safety
reasons where a general waiver has been approved should be submitted only under unusual
circumstances.

Applications on the basis of security must provide the specific security or safety requirements
and information involved in the shipment(s) to be made at least 2 1 days in advance of the intended
shipment(s) dates to enable verification of the security or safety requirements and to process the
application.

The application should be provided by the recipient country to the Director, Defense Security
Assistance Agency, Department of Defense, Washington, D.C. 20301-2800, with a copy to the
Director, Office of Market Development, Maritime Administration, U.S. Department of
Transportation, Washington, D.C. 20590-0001.

2. In order to monitor the use of marine transportation under this agreement, pertinent
information should be forwarded as early as possible but not later than 90 days after shipment to
the Director, Office of Market Development, Maritime Administration, U.S. Department of
Transportation, Washington, D.C. 20590-0001, for all shipments of goods financed in whole or in
part with loan funds. The following information must be reported:

(A) Date of Loan
(B) FAS Value of Cargo
(C) Manufacturer
(D) Freight Forwarder
(E) Ocean Freight Cost
(F) Name of Vessel
(G) Vessel Flag of Registry
(H) Date of Loading
(I) Port of Loading
(J) Port of Final Discharge
(K) Cargo Description
(L) Gross Weight of Cargo
(M) Cubic Measurement of Cargo

A properly rated and legible copy of the ocean bill of lading in English will suffice so long as
all the above information is contained thereon.
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TABLE 902-3A

GRANT AGREEMENT

GRANT AGREEMENT made and entered into as of the __ day of
between the Government of ("Grant Recipient")
and the Government of the United States of America as represented by the Defense Security
Assistance Agency ("DSAA").

WHEREAS, the Grant Recipient desires to enter into purchase contracts ("Purchase
Agreements") with Military Departments and Agencies of the United States Department of Defense
("DOD"), various United States commercial suppliers, or both of them for the purchase of defense
articles, defense services, and design and construction services of United States origin (with regard
to articles and services financed hereunder, hereinafter collectively referred to as "Defense Items");
and

WHEREAS, the Grant Recipient has requested a grant from the Government of the United
States of America (hereinafter sometimes referred to as the "Grantor") to finance payments required
to be made by the Grant Recipient under the Purchase Agreements; and

WHEREAS, it has been determined that the aforesaid requested grant will facilitate the
purposes of the Arms Export Control Act, as amended ("Act").

NOW THEREFORE, in consideration of the premises and the mutual covenants hereinafter
set forth, the parties hereto agree as follows:

S•fIOlN

1.1 Subject to the terms and conditions of this Grant Agreement ("Agreement"), the
Grantor agrees to make advances to the Grant Recipient from time to time in an aggregate principal
amount not to exceed dollars (U.S. $ ), the obligation of
the Grantor under this section being hereinafter called the "Grant Proceeds."

1.2 The Grant Proceeds shall be available only to finance the purchase of Defense Items by
the Grant Recipient pursuant to Purchase Agreements approved for such financing by the DSAA in
accordance with the policies and procedures in effect at the time such financing is approved. The
current DSAA procedures for obtaining this approval are, without being incorporated herein,
attached hereto as Exhibit A. Each authorization for the Grant Recipient to enter into a Purchase
Agreement in implementation of this Grant Agreement shall be separately communicated by the
DSAA in writing to the Grant Recipient substantially in the form of the Attachment to Exhibit A.
The authorization shall specify the case identifier assigned by the DSAA to, and the amount of
financing authorized for, the approved Purchase Agreement.

1.3 (a) Each advance hereunder shall be made upon the delivery to the DSAA of a letter
request from the Grant Recipient. The letter request shall be in the form set forth in Annex II and
shall be delivered to the DSAA not less than fifteen business days before the disbursement date.
Documentation in support of letter requests shall be in accordance with DSAA policies and
procedures in effect at the time the Purchase Agreement, for which the advance is requested, was
approved by the DSAA. The current DSAA requirements for documentation supporting requests
for disbursement are, without being incorporated herein, attached hereto as Exhibit B.
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(b) Not more than two advances shall be requested in any single month, except that
an advance of $100,000 or more may be requested at any time. An advance may consist of
payments to more than one supplier.

(c) Advances made to the Grant Recipient shall be authorized in accordance with
Requests for Advances, which shall be prepared by the Grant Recipient in the form of Annex H1
hereof and forwarded to the Grantor for each advance.

S N REPRESENTATIONS AND WARRANTIES

The Grantor has entered into this Agreement and will make the grant provided for heroin on
the basis of the following representations and warranties of the Grant Recipient

(a) The Grant Recipient has full power, authority and legal right to enter into this
Agreement on the terms and conditions contained herein, and to execute, deliver and perform this
Agreement;

(b) The execution, delivery and performance of this Agreement will not violate any
provisions of, and have been duly and validly authorized under, the laws of the Grant Recipient,
and all actions necessary to authorize the borrowings hereunder and the execution, delivery and
performance of this Agreement have been duly taken; and

(c) This Agreement has been, duly executed and delivered by persons duly
authorized, and this Agreement constitutes the valid, legal and binding obligation of the Grant
Recipient, enforceable in accordance with its terms.

S 3 ONDTIONS OF GRANT

3.1 The obligation of the Grantor to make advances hereunder is subject to the conditions
precedent that, prior to the first disbdrsement, it shall have received, satisfactory to it in form and
substance, evidence of the authority of each person who (i) signed this Agreement on behalf of the
Grant Recipient and, (ii) will sign on behalf of the Grant Recipient, any notices, requests for
advances, or other documents contemplated by this Agreement. Evidence of this authority shall be
in the form of the letter at Annex L

3.2 The obligation of the Grantor to make any advance hereunder is subject to the further
conditions precedent that:

(a) No event of default within the meaning of Section 5 hereof shall have occurred;

(b) The DSAA shall have received a letter request executed by the duly authorized
representative of the Grant Recipient and prepared in accordance with the procedures for
disbursement of Grant Proceeds; and

(c) All legal matters incident to this Agreement shall be satisfactory to the General
Counsel of the DSAA, or his successor.
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The Grant Recipient covenants and agrees that from the date of this Agreement at least until
ten years has elapsed from the date first above written:

(a) It will pay all taxes, now or hereafter in effect, imposed with respect to this
Agreement by any government other than the Government of the United States of America and will
save and hold harmless from all losses or liabilities resulting from any delay or omission to pay
such taxes.

(b) Any legal action or proceeding against it by the Grantor with respect to this
Agreement may be brought in the Courts of the District of Columbia or in the United States District
Court for the District of Columbia or in the courts of the Grant Recipient, as the Grantor may elect,
and by execution and delivery of this Agreement, the Grant Recipient submits to each jurisdiction.
In the case of the Courts of the District of Columbia or of the United States District Court for the
District of Columbia, the Grant Recipient consents to the service of process out of said courts by
mailing copies of such process by registered United States mail, postage prepaid, to it at its address
set forth in Section 7.2(a) hereof.

(c) The Grant Recipient shall make all of its records and files relating to its use or
other disposition of the Girant Proceeds and to any Purchase Agreement approved for financing
with such Grant Proceeds available upon request for inspection by the Department of Defense of
the Grantor or by the Department of Justice of the Grantor.

(d) The Grant Recipient shall make its officials and its employees as well as its
nationals who are neither officials nor employees available, to the full extent allowed by the laws of
the Grant Recipient, for interview by the Department of Defense of the Grantor or by the
Department of Justice of the Grantor in connection with any investigation of crime under the laws
of the Grantor arising out of the use or other disposition of any of the Grant Proceeds or arising
out of any Purchase Agreement approved for financing with such Grant Proceeds.

(e) The Grant Recipient shall notify in writing each commercial supplier with which it
has a Purchase Agreement approved for financing with the Grant Proceeds promptly upon its
receipt of notification by DSAA of such approval that United States Government funds are being
and will be used to finance such Purchase Agreement.

SEZUQN5 D.EAULIT

5.1 A condition of default shall exist upon the occurrence of any of the following events of
default:

(a) If a default shall have occurred on any loan made to or guarantied for the Grant
Recipient by the DSAA or the Government of the United States of America or any agency thereof,

(b) If any representation or warranty made by the Grant Recipient herein or in any
certification of the Grant Recipient required herein proves to be at any time incorrect in any material
respect;
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(c) If (i) the Grant Recipient defaults in the performance of any of the provisions in
Section 6 hereof, and (ii) such default shall continue unremedied for thirty calendar days after
written notice thereof shall have been given by the DSAA to the Grant Recipient; or

(d) If the Grant Recipient defaults in the performance of any other provision or
covenant in this Agreement, and such default shall continue unremedied for thirty calendar days
after written notice thereof shall have been given to the Grant Recipient.

5.2 Upon each and any such event, the Grantor may declare immediately due and payable
the unpaid principal and accrued interest on any note or other indebtedness of the Grant Recipient
held by the Grantor and thereupon such amount shall become immediately due and payable without
protest, presentment, notice or other demand of any kind, all of which -re hereby expressly waived
by the Grant Recipient, and if such event occurs before the full amount of the Grant Proceeds has
been disbursed or before any loan commitment of the Grantor to the Grant Recipient has been
fulfilled, the Grantor may terminate or suspend such disbursements and commitments. The Grant
Recipient shall pay all costs and expenses, including attorney fees incurred in the collection of
amounts due hereunder after default.

S N6 TRANSPORTATION

6.1 All Defense Items to be transported from the United States by ocean vessel shall be
transported in vessels of United States registry unless a waiver is obtained from the DSAA or the
Maritime Administration, U.S. Department of Transportation ("MARAD"). The current DSAA
and MARAD procedures for obtaining a waiver are, without being incorporated herein, attached
hereto as Exhibit C. In each instance where a supplier will arrange ocean transportation for
Defense Items being purchased, the Grant Recipient shall give written notice of this requirement to
the supplier.

(a) for Purchase Agreements already entered into, within ten days of the date hereof,and

(b) for Purchase Agreements hereafter entered into, on the date the Purchase
Agreement is consummated.

6.2 The Grant Recipient shall provide the following information to the Director, Office of
Market Development (MARAD), with respect to any ocean or air shipments of Defense Items from
the United States: (a) FMS Case Identifier, (b) FAS value of cargo, (c) supplier, (d) freight
forwarder, (e) freight cost, (f) name of vessel or airline, (g) vessel/aircraft flag of registry, (h) date
of loading, (i) port or place of loading, (j) port or place of final discharge, (k) cargo description, (1)
gross weight of cargo, and (m) cubic measurement of cargo. This information shall be provided as
soon as possible and in any event not later than 90 days from the date of shipment, and shall
contain a reference to this Agreement.

6.3 Advances hereunder may be used to pay ocean or air freight costs for transportation of
only those Defense Items financed by this grant and only if such items are carried on vessels or
aircraft of United States registry.

SECT L MISCELLANEOUS

7.1 No omission or delay on the part of the Grantor in exercising any right hereunder shall
operate as a waiver of such right or any other right hereunder. The rights and remedies prescribed
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herein are cumulative and not in limitation of or substitution for other rights or remedies of the
Grantor.

7.2 Any notice, demand or other communication hereunder shall be deemed to have been
given if in writing and actually delivered at the addresses shown below:

(a) In the case of the Grant Recipient to:

(To be inserted at the time the Grant Agreement is issued.)

(b) In the case of MARAD to:

Director, Office of Market Development
Maritime Administration
U.S. Department of Transportation
Washington, D.C. 20590-0001

(c) In the case of the Grantor to:

Director, Defense Security Assistance Agency
The Pentagon
Washington, D.C. 20301-2800

or to such other addresses as may be specified in writing.

7.3 Notwithstanding Section 1.2 hereof, the Grant Proceeds shall also be available to make **
payment of principal and interest owed to the United States Government under any loan made or
guaranteed pursuant to the Arms Export Control Act except principal and interest not due at the
time payment is to be made. Advances requested to be made for such purpose shall be made upon
delivery to the DSAA of a letter request from the Grant Recipient not less than fifteen business
days before the disbursement date.

7.4 (a) This Agreement shall be construea and interpreted in accordance with the laws of
the United States of America, and if none is applicable, with those of the District of Colombia,
United States of America.

(b) In the event of a dispute regarding a Purchase Agreement between the Grant
Recipient and a Military Department or Defense Agency of DOD that is approved for grant
financing under this or other Grant Agreements, the Grantor reserves the right to make an advance
hereunder, notwithstanding Section 1.3 hereof, if the Grant Recipient fails to deliver to DSAA a
letter request for disbursement in the form set forth in Annex II or fails to comply with the
documentation requirements set forth as Exhibit B, within fifteen business days after the date the
disbursement was to have been made.

(c) In the event of a dispute regarding a Purchase Agreement between the Grant
Recipient and a Commercial Supplier that is approved for grant financing under this or other Grant
Agreements, no advance hereunder can be made until the Grant Recipient complies with the
provisions of Section 1.3 hereof, notwithstanding any dispute settlement provisions or procedures
included in such a Purchase Agreement or dispute resolution.
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7.5 This Agreement shall be binding upon and inure to the benefit of the Grant Recipient
and the Grantor and their respective successors and assigns, except that the Grant Recipient may
not assign its rights or obligations hereunder without the prior written consent of the DSAA. ALI
agreements, covenants, representations and warranties made herein shall survive the making of the
advances hereunder.

7.6 This Agreement may be executed in any number of counterparts, each of which when
so executed and delivered shall be an original, but all the counterparts shall together constitute a
single instrument. Annexes I and II attached hereto are, by this reference, made a part of this
Agreement.

7.7 All notices, demands, or other communications given under this Agreement, unless
submitted in the English language, shall be accompanied by an English translation and such
translation shall govern.

7.8 In case any one or more of the provisions contained in this Agreement should be
invalid, illegal or unenforceable in any respect, the validity, legality and enforceability of the
remaining provisions contained herein or therein shall not in any way be affected or impaired. This
Agreement or the Note may be amended only with the mutual written consent of the Grantor and
the Grant Recipient.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by
their duly authorized officers an4 representatives on the day and year first above written.

GOVERNMENT OF

By

GOVERNMENT OF THE UNITED STATES OF AMERICA

By
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ANNEX I

EIGNATN OF AUTHORIT

1. The Grant Recipient shall provide to the DSAA a written communication that evidences the
authority for incumbents of specifically named offices or specifically named individuals to sign the
grant documents on its behalf. As a minimum the communication will contain the following:

Diret
Defense Security Assistance Agency
The Pentagon
Washington, D.C. 20301-2800

Dear Sir:

The following officials of the Government of are duly
authorized to execute and deliver documents as indicated below in connection with a
grant agreement in the amount of between the Government of the
United States and this Government

a. GRANT AGREEMENT:

[Person's Name(s) and/or Tile(s) of Office(s)l

b. REQUESTS FOR DISBURSEMENT AND SUCH OTHER DOC-
UMENTS AS MAY BE REQUIRED UNDER THIS GRANT
AGREEMENT:

[Person's Name(s) and/or Title(s) of Office(s)]

Very truly yours,

Date: By
(Name and Title Typed)

2. The designation of authority letter shall be signed by an appropriate person empowered under
the laws of the Grant Recipient to delegate to selected officials authority to sign documents as
stated in the name of its Government. The Grant Recipient shall submit a designation of authority
letter to DSAA containing the names and signatures of newly designated officials whenever
changes occur.
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ANNEX U

FORM OF LEIFER REUET FOR ADVANCE- OF FUNDS

Director
Defense Security Assistance Agency
Pentagon
Washington, D.C. 20301-2800

Dear Sir.

In accordance with the provisions of Section 1.3 of our Grant Agreement with the
Government of the United States of America dated (dat) the Government of

hereby requests the DSAA approval and disbursement of an advance
of__(.JamQlmIL from that grant.

The Government of acknowledges that advances hereunder may be
used to pay ocean and air freight costs only for transportation of Defense Items being carried on
vessels or aircraft of United States registry, and that all materiel financed from this grant which is
to be shipped by ocean surface transportation must be transported in privately owned vessels of
United States registry unless a waiver is obtained in accordance with Section 6 of the Grant
Agreement. In furtherance of this requirement, the suppliers of the materiel being financed with
this advance were so notified and given appropriate shipping instructions.

In connection with this request, the Government of confirms that,
as appropriate: the defense articles and services for which payment is requested have been
satisfactorily delivered; or the advance payment requested is in accordance with requirements of the
contract; or the progress payment requested is based on the contractor's satisfactory progress and
is in accordance with requirements of the contract; and that payment is therefore due and unpaid
under the Purchase Agreement (Case Identifier) with the _( ugg L.

Sincerely,

GOVERNMENT OF

By
(Name and Tide)
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EXHIBIT A

PROCEDURES FOR OBTAINING DSAA APPROVAL

FOR

GRANT FINANCING OF PURCHASE AGREEMENTS

1. Geeral

The Defense Security Assistance Agency (DSAA) is responsible for approving grant
financing of all Purchase Agreements that the Grant Recipient wishes to finance with proceeds
from the grant issued by the DSAA under the provisions of the Arms Export Control Act. The use
of grant proceeds shall be approved for the financing of purchases by the Grant Recipient only of
defense articles, defense services, and design and construction services of U.S. origin. In
reviewing requests for financing of Purchase Agreements, DSAA is guided by objectives
established by the U.S. Government for improvement of the Grant Recipient's defense
capabilities, by generally accepted financing practices, and by United States laws, regulations and
policies in effect at the time the financing is requested. The U.S. Government reserves the right to
refuse to finance any purchase agreement and is not required to explain its reason(s) for such
refusal.

2. Purchases from U.S. Military Departments

a. The U.S. Military Departments effect Foreign Military Sales ("FMS") by means of the
Letter of Offer and Acceptance ("LOA"), Department of Defense Form 1513. Each LOA, also
referred to as an FMS case, is identified by a three digit alphabetic code referred to as "case
identifier." If a Grant Recipient desires to fund an FMS case from this grant, it must so inform the
Military Department prior to the issuance of the LOA. In turn, the Military Department will reflect
the desired grant financing on the LOA and submit it to the DSAA Comptroller for approval and
countersignature.

b. When the Grant Recipient wishes to use grant funds to pay amounts due under an FMS
case which has already been established as a "cash" or "dependable undertaking" case, the Grant
Recipient must ask the pertinent Military Department to convert all or part of that case from cash to
grant funding. The Military Department must also submit the amended case to the DSAA
Comptroller for review and approval to support the requested change in funding.

c. For each case it approves for financing from the grant, the DSAA Comptroller will
reserve funds from the uncommitted grant balance in an amount equal to the entire estimated cost of
the FMS case requested for grant funding. The portion of the grant so reserved will then be
available only for such payments. Payments, either for deliveries of materiel or progress
payments, from advances requested by the Grant Recipient, will be made by the DSAA
Comptroller against the amount reserved for that purpose.
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3. Purchases from Commercial Firms.

a. Grant funds under the Arms Export Control Act may be used to finance purchases from
U.S. Commercial Suppliers, provided such financing has been approved by the DSAA. In order
that the DSAA may advise a Grant Recipient whether it will approve such financing, the Grant
Recipient must provide a copy of the contract or proforma purchase order to the DSAA
Comptroller for its review, preferably before the Grant Recipient obligates itself to a purchase
which it desires to be financed with grant funds. Before the DSAA can give its final approval of
grant financing, the commercial supplier must submit to DSAA the "Contractor's Certification and
Agreement with Defense Security Assistance Agency" as illustrated in Exhibit B which is subject to
change by the DSAA any time hereafter. The Grant Recipient should allow at least 90 days for
DSAA's review of the contract for approval of grant financing. Each grant financing approval
shall be separately communicated by DSAA in writing to the Grant Recipient by use of the "Grant
Financing Approval" illustrated as an attachment to this exhibit.

b. Grant financing shall be approved and made available only to finance the purchase of
defense articles and services authorized for such financing by the DSAA in accordance with
policies and procedures in effect at the time such financing is approved. Current DSAA policies
pertinent to approval of grant financing for purchase agreements are included in the Security
Assistance Management Manual.

c. In addition to the approval mentioned above, the DSAA, at the time it approves requests
for advances (disbursements) of funds pursuant to Annex II, also will require from the Grant
Recipient invoices properly executed by the commercial supplier, and bills-of-lading and
statements, as may be applicable, substantially in the formats described in paragraph 4 of Exhibit B
(DSAA Requirements for Documentation to Support Requests for Advances).

d. For each commercial purchase agreement for which financing is approved, the DSAA
Comptroller will assign a case identifier and will provide to the Grant Recipient a Grant Financing
Approval letter in the form of the Attachment to this Exhibit. This letter will provide the case
identifier assigned to the case. For each case it approves for grant financing, the DSAA
Comptroller will reserve grant funds in the amount requested. The grant funds so reserved will
then be available only for payments on that case, unless the Grant Recipient directs otherwise.
Payments for deliveries, progress, or advance payments, will be processed by the DSAA
Comptroller against the amount reserved for the approved purchase agreement.

e. The DSAA Comptroller will also provide letters to the commercial firm informing it of
conditions of grant financing and certifications required as prerequisites to the DSAA approving
grant financing for the purchase agreement, and indicating the DSAA approval of financing of the
purchase agreement.
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AfTACHNMN TO
EXHIBIT A

GRANT FINANCING APPROVAL

Dear Sir:

Pursuant to the provisions of Section 1.2 of the Grant Agreement between your Government
and the U.S. Government, and in response to your request for grant financing of a purchase
directly from a commercial firm, financing for the following purchase agreement is hereby
approved:

Supplier.

Contract or Proforma Invoice number and date:

Case Identifier Funds Previously Funds Reserved
Assigned to Reserved for Funding for

Ihi Purc es h RevisionT u

Sincerely,
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EXHIBIT B

DSAA REQUIREMENTS FOR DOCUMENTATION
TO SUPPORT REQUESTS FOR ADVANCES

1. This Exhibit describes the documents which the Grant Recipient must furnish to the DSAA
Comptroller in support of requests for advances.

2. Whenever the Grant Recipient desires a disbursement of grant funds, its authorized
representative(s), as designated pursuant to provisions of the Grant Agreement, shall forward the
written request, prepared in accordance with Annex II of the Agreement, to the DSAA
Comptroller, The Pentagon, Washington, D.C. 20301-2800, not less than 15 business days before
the desired disbursement date.

3. With each request for an advance, the Grant Recipient will provide a letter addressed to the

Director, Defense Security Assistance Agency, substantially in the format as follows:

Dear Sir.

In accordance with the provisions of Section 1.3 of our Grant Agreement with
the Government of the United States of America dated (date) , the Government
of hereby requests the DSAA approval and disbursement of
an advance of (Jmou) L from that grant.

The Government of acknowledges that advances
hereunder may be used to pay ocean and air freight costs only for transportation of
Defense Items being carried on vessels or aircraft of United States registry, and that
all materiel financed from this grant which is to be shipped by ocean surface
transportation must be transported in privately owned vessels of United States
registry unless a waiver is obtained in accordance with Section 6 of the Grant
Agreement. In furtherance of this requirement, the suppliers of the materiel being
financed with this advance were so notified and given appropriate shipping
instructions.

In connection with this request, the Government of confirms
that, as appropriate: the defense articles and services for which payment is
requested have been satisfactorily delivered; or the advance payment requested is in
accordance with requirements of the contract; or the progress payment requested is.
based on the contractor's satisfactory progress and in accordance with requirements
of the contract; and that payment is therefore due and unpaid under the Purchase
Agreement ( e Identifier) with the .(ISppierL.

Sincerely,

GOVERNMENT OF

By
(Name and Tide)
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4. Whenever funds from this grant are to be used to pay a Commercial Supplier, the Grant
Recipient shall also provide invoices and bills-of-lading in support of each request for an advance,
as follows:

a. As a minimum, the invoice must: (1) reflect the amount due and payment due date; (2)
specify whether the amount billed is a down payment, progress/milestone payment, or delivery
payment; (3) list the items and services delivered for which payment is requested; (4) indicate by a
separate entry the transportation costs, if not included in the item price; (5) designate the FOB point
and "ship to" address; (6) designate the address to where the payment should be sent; (7) if the
billed amount consists of "cost, insurance and freight" (CIF) terms for delivery of materiel to a
destination point outside the United States, provide the name of the carrier(s) of the materiel from
the U.S. Port of Embarkation; and (8) be supported by a copy of freight bills, air waybills, or rated
on-board bills-of-lading, fully accounting for the cost of inland and export transportation of the
items covered by the invoice for which payment is requested. If the Contractor pays for the
transportation, whether the transportation cost is included in the price of the item or billed
separately to the Purchaser, bills-of-lading or air waybills must be submitted with the invoice for
which payment is requested. A copy of the invoice for the cost of any insurance coverage on the
shipment must also be submitted along with the shipping documents.

b. If the purchaser is paying the export transportation cost with other than U.S.
Government funds (i.e., the Contractor is not paying for the export transportation cost) the
Contractor will submit a certification with the invoice as follows:

The (Contractor) acknowledges U.S. ledges U.S. Government funds are being
used by the Government of to finance this purchase and
certifies that no shipping cost has been incurred by this firm for exporting this
materiel from the United States and no shipping cost is included in the sales price or
otherwise included in the invoice amount for which payment is requested.

c. All Contractor's invoices must be submitted with the following certification:

The ( acknowledges U.S. ledges U.S. Government funds are being
used by the Government of to finance this purchase and
certifies that the invoice(s) submitted with respect thereto are free from any material
false statement or misrepresentation and do not omit any material facts.

d. If the Grant Recipient is paying the export transportation cost with other than funds
granted under the Arms Export Control Act or FMS loan funds, and therefore the Commercial
Supplier is not paying for the export transportation cost, the supplier will be required to submit a
certification with the invoice as follows:

The (Commercial Suplier) acknowledges that U.S. Government funds are being
used by the Government of to finance this purchase, and
certifies that no shipping cost has been incurred by this firm for exporting this
materiel from the United States, and therefore no cost is included in the sales price
or otherwise included in the invoiced amount for which payment is requested.

(Signed)
(Commercial Supplier)
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e. Before the DSAA authorizes the use of grant funds to finance any purchase from a
Commercial Supplier, the Grant Recipient must ensure that the Commercial Supplier completes and
submits to the DSAA the "Contractor's Certification and Agreement with Defense Security
Assistance Agency" as illustrated in Table 902-7.

5. Whenever funds from this grant are to be used to pay an amount owed on an FMS case, the
Grant Recipient shall also provide a listing of the FMS cases for which payment is requested and
the amounts applicable to each.
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EXHIBIT C

MARINE TRANSPORTATION WAIVER PROCEDURES

(See Exhibit C, Table 902-3)
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TABLE 902-4

DSAA SAMPLE LEITER TO PURCHASING COUNTRY APPROVING USE
OF

FMS LOAN FINANCING FOR DIRECT COMMERCIAL PURCHASES

In reply refer to:
I-

Dear.ir

Pursuant to the provisions of Section 1.3 of the Loan Agreement between your
Government and the U.S. Government, and in response to your recent request for
loan financing of a purchase directly from a commercial firm, financing for the
following purchase agreement is hereby approved:

Supplier:

Contract or Proforma Invoice number and date:

Items to be purchased:

Case Identifier Funds Previously Funds Reserved
Assigned to Reserved For Funding for
hi Puchas Tis chs Revision

Sincerely,

Chief, Accounting and Finance Division
Office of the Comptroller

TABLE 902-4. DSAA Sample Letter Approving Use of FMS Loan Financing.
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TABLE 902-5

DSAA SAMPLE LETTER TO SUPPLIER APPROVING USE OF FMS LOAN FINANCING
FOR DIRECT COMMERCIAL PURCHIASES

In reply refer to:
I-

x
x
x
X
X

Dear Sir

The Defense Security Assistance Agency (DSAA) has approved financing in the amount, and for the purchase
agreement noted below. Funds will be disbursed to your firm from financing available to the Government of

(Purchaser) through the Foreign Military Sales Financing (FMSF) program. The Case
Identifier assigned to this Purchase Agreement and the Supplier Code assigned to your finn are also noted below and
should be referenced on any questions that you r .ay have regarding this financing. This approval does not constitute
an approval for export; your firm is responsible for obtaining export licenses, as required:.

Contract Number. Date: Supplier Code:

Case Identifier - S - Financing Approved:

Purchase of:

The amount of financing approved will be available to the Purchaser for payment of this Purchase Agireeent
unless the Purchaser defaults on any of the provisions of the agreements entexed into by the Purchaser with the U.S.
Government for such financing. Additionally, although we have set aside FMSF funds in the amount shown above
for this purchase, this reservation is for program administration purposes only and should not be construed as a firm
and irrevocable commitment to -2y. The Purchaser is not obligated to use U.S. Government FMSF finds in
payment of this purchase; therefore, the Purchaser could request a reduction of the amount reserved for your Purchase
Agreement. In such event, however, we would endeavor to advise you of the Purchaser's request prior to effecting
the reduction.

Although the U.S. Government is not a party to the Purchase Agreement. the DSAA is required to ensure that
the Purchaser utilizes loan funds only for the purposes intended by law, and for which the financing is approved.
This financing is available only for articles and services (including insurance) of U.S. origin, except where non-U.S.
articles and services are specifically authorized by the DSAA. Suppliers may be reimbursed shipping costs, but only
when shipments are made on U.S. flag carriers. Waivers granted to the Purchaser by the DSAA to ship materiel via
its own carriers does not authorize reimbursement to your firm of costs for shipping by a non-U.S. flag carrier. In
such instances, the Purchaser is responsible to pay for non-U.S. flag carrier freight charges or to reimburse you
directly for such charges. Shipping charges for shipments via non-U.S. carriers will be deducted from Suppliers
invoices.

TABLE 902-5. DSAA Sample Letter to Supplier Approving Use of FMS Loan
Financing for Direct Commercial Purchases. (Continued)
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To prevent unnecessary delays in the processing of payments to you, your firm must ensure that invoices
contain the information specified in the Contractor's Certification and Agreement, show the Case Identifier noted
above, and include signed, "rated," "on-board" bills of lading or air waybills. FURTHER, IT SHOULD-BE
UNDERSTOOD THAT, AFTER RECEIPT OF PROPERLY DOCUMENTED INVOICE(S) IN DSAA, A
PERIOD OF APPROXIMATELY THREE (3) WEEKS WILL BE REQUIRED TO PROCESS THE PAYMENT
BY WIRE TRANSFER AND LONGER IF PAYMENT IS BY CHECK.

Payments will be made directly to your finn by wire transfer, but only if the amount is $25,000.00 or more.
Therefore, it is imperative that you provide to us your wire transfer address and your check mailing address for
payments of less than $25,000.00. As quickly as possible, please send us these addresses on a letter signed by an
official of your firm. The wire transfer address must include your bank's name, street address, zip code, and the
bank's American Banking Association (ABA) routing number, and the name and number of your account. We will
send payments under this purchase agreement only to those addresses officially provided to us, including official
notifications of changes. NO PAYMENTS WILL BE PROCESSED TO YOU UNTIL WE HAVE RECEIVED
YOUR OFFICIAL ADDRESSES RELATIVE TO THIS PURCHASE AGREEMENT.

If your contract provides for a downpayment, the downpayment amount must be limited as follows, and you
are required to include the following certification on your downpayment invoice:

(Name of your firm) certifies that the downpayment requested does not exceed cost incurred at time of
submission of this invoice plus termination liability to be incurred during the first 90 days, less profit.

The DSAA does not require that bank instruments such as Performance Bonds or Letters of Credit be obtained
relative to the purchase agreement. However, if such bank instruments are obtained pursuant to your contract
provisions, such instruments must be issued and payable by U.S. banking institutions operating within the United
States, and copies of such instruments must be submitted to the DSAA for review as prerequisite to disbursements
by the DSAA. These instruments must be received and deemed satisfactory by the DSAA, relative to payee
provisions, prior to the processing of any disbursements to your firm under this Purchase Agreement.

All contractor's invoices must also contain the following certification:

The ( acknowledges that U.S. Government funds are being used by the Government
of _ to finance this purchase and certifies that the invoice(s) submitted with respect
thereto are free from any material false statement or misrepresentation and do not omit any material facts.

Full and final billing on the contract must not be presented to the DSAA for payment prior to full and final
completion of contract deliveries and performance.

Should refunds to the Purchaser become necessary for any reason, from funds paid by the DSAA under this
Purchase Agreement, such refunds must be made directly to the DSAA rather than to the Purchaser. The DSAA will
credit such refunds to the Purchaser's Foreign Military Sales (FMS) Trust Fund Account. Refunds may be made
either by check or by wire transfer. Checks should be made payable to the U.S. Treasury, be accompanied by a letter
identifying the Purchaser, and the DSAA's case identifier, and should be mailed to the following address.
Correspondence relating to financial matters should also be mailed to this address.

Defense Security Assistance Agency
Architect Building, Suite 535
1400 Wilson Boulevard
Arlington VA 22209-2325

TABLE 902-5. DSAA Sample Letter to Supplier Approving Use of FMS Loan
Financing for Direct Commercial Purchases. (Continued)
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Refunds by wire turefer should be addrssed as follows:

United States Tm:ury
New Yotk, New York
0210-3000-4
Treasury NYC/(5037)
Defense Security Assistance Acy
Refund fbum: (CoanpMay Namew for puchase made by the
Government of under DSAA Cawe (IdtLifier.

Should you have any questions regarding may of the above infomation, please tpo us at (202) 694-3112

Sincerely,

Chief, Accounting and Finance Division
Office of the Comptroller

Copy to:
Maritime Administration Embassy of
Room 7209 (Addmuss
400 7th Street, S.W. Washington, D.C. 200
Washington, D.C. 20590-0001

TABLE 902-5. DSAA Sample Letter to Supplier Apprving Use of FMS Loan
Financing for Direct Commercial Purchases. (Continued)
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GUIDELINES FOR FOREIGN MILITARY FINANCING **
OF DIRECT COMMERCIAL CONTRACTS

In 1984 the U.S. Department of Defense (DoD) established guidelines concerning the
processing and review of commercial contracts for direct purchase of U.S. defense articles and
services from U.S. firms to be funded with loans issued under the Arms Export Control Act
(AECA). These guidelines have been revised as necessary and this guideline revision supersedes
the guidelines dated 28 February 1989.

The financing of direct commercial contracts is under continual review including scrutiny by
GAO, DoDIG, the Department of Justice, and Congress. Accordingly, these guidelines reflect
DoD's effort to minimize vulnerability to waste, fraud, and abuse.

Currently, there are specific policies and procedures in the Federal Acquisition Regulation
(FAR) and the Security Assistance Management Manual (SAMM), DoD 5105.38-M, which apply
to FMS government-to-government loan financed, grant financed, and residual Military Assistance
Program (MAP) financed cases. The following guidelines establish similar policies and
procedures for the use of foreign military financing of direct commercial contracts between U.S.
industry and foreign countries.

Foreign military financing (FMF) may be used, when approved on a case-by-case basis by
DSAA, for the purchase of defense articles, defense services, and design and construction services
from U.S. defense contractors on a direct commercial basis, similar to the financing of FMS
government-to-government agreements. However, as indicated in the financing agreement to
which the U.S. Government and the foreign governments are parties, the U.S. Government is
under no obligation to approve any specific commercial contract for FMF. The following
guidelines apply to the DSAA review for FMF of direct commercial contracts:

,- 1. Purchases must be from U.S. incorporated firms licensed to do business in the
United States.

2. The items purchased must be manufactured in the United States and be composed of
U.S. manufactured and assembled items, components, and services. In the event that the purchase
of a U.S. end item consists of both U.S. and non-U.S. components and services, only the value
of the U.S. components and services will normally be financed.

A. Non-U.S. content which is an integral part of end products manufactured in the
United States may be eligible for FMF under certain limited circumstances. Such financing will be
considered when the DoD has procured or is procuring (under provisions of the FAR) the same
item from the same non-U.S. sources under existing multi- or bi-lateral agreements.

B. Contracts should specify any non-U.S. origin items, components, or services.
If not identified in the contract, the contractor is required to identify to DSAA any non-U.S.
content, the corresponding value contained in the contract, and supporting documentation to
demonstrate that DoD has procured such as the DoD contract number the non-U.S. content was
purchased under if appropriate. Assembly is required to be performed in the United States.

C. Any license fee to be paid by the contractor to a non-U.S. entity should be
identified as non-U.S. content. Such license fees are not eligible for FMF.
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3. The total value of each contract, purchase order, or amendment must be for
$100,000 or more. Contracts, purchase orders, or amendments for less than $100,000 will not be -

approved for FMF. All amendments to commercial contracts funded with FMF must be submitted
to DSAA for review and approval. The amendments should be submitted in chronological order
and numbered accordingly. (Note: No-cost amendments which do not change contract scope must
be reviewed and approved in the same manner).

4. FMF is discouraged for purchases containing offset provisions as a condition for
securing the purchase. Offset provisions are agreements by the seller to make investments or
procurements in a country other than the United States, either concurrent with or subsequent to the
purchase for which financing is being requested.

A. No FMF will be authorized or disbursed to pay for offsets, to include
mandatory direct offsets, or the related costs of offset management. Mandatory direct offsets are
procure- ments of a non-U.S. made component required by the purchasing country as a condition
of sale, for incorporation or installation in a U.S. produced end item being sold.

B. While FMF will not be authorized for foreign produced content resulting from
mandatory direct offset, such funding can be authorized for the U.S. content portion of the item
produced.

5. Purchase agreements should be made directly with the prime manufacturer of the
defense article or service if possible, and the contractor is expected to add value to the product
being sold.

A. If the items or services are available from production in the United States,
purchases of materiel should be made to the maximum extent feasible from the prime manufacturer
of assemblies or items, the assembler or a U.S.-based distributor licensed by the manufacturer
who has had a long standing relationship with the manufacturer and who has been provided with
general domestic and/or international sales regions.

B. A prime contractor must demonstrate to the DSAA (by means of a DoD
preaward survey or other means) its capability--including, e.g., expertise, experience, plant, and
financial soundness--to perform by itself a substantial portion of the work. Prior successful
completion of recent direct commercial contracts financed with FMF funds or DoD contracts for the
same or essentially similar items shall normally satisfy this requirement.

C. Funding with FMF will not be considered for a procurement agent, broker,
import-export firm or other intermediary unless justified on factors relative to specific country
needs and the country's abilities to conduct commercial contracting. A request for exception would
be considered if sufficient justification is provided by the purchasing government as to why the
purchase is sought from a firm other than the manufacturer.

D. A list of suppliers and subcontractors for the proposed contract, showing
names, addresses, and the materiel and services to be procured by the intermediary (i.e. prime
contractor) must be provided as part of the purchasing government's justification. Such
intermediaries are required to identify names and addresses of all projected suppliers and
subcontractors applicable to this contract. In such a case it is assumed that the purchasing
government will be aware of the extent of additional cost or markup by the intermediary and such
data can be provided upon request.
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6. Acquisition programs that include contingent agent fees up to $50,000 may be
approved for financing. DSAA will disapprove FMF for acquisition programs, the price of which
includes sales commissions or contingent fees which exceed $50,000. Contract splitting within an
acquisition program is not authorized as a means to exceed the maximum allowable agents fee. It
is not the intent of the DSAA to determine the amount of commissions or fees which suppliers may
pay to a contingent agent for services performed to secure a contract or sales agreement, but rather
it is intended to place a dollar limitation upon the amount of FMF which a country may use to pay
such costs. Such commissions decrease the buying power of FMF, thereby reducing the
advantages which the country can achieve from the financing. DoD regulations have limited the
amount of agents commissions payable for FMS transactions. Under the DoD FAR Supplement
25.7305, sales commissions in excess of $50,000 on contracts implementing FMS transactions are
not allowable costs. The following countries, currently eligible to utilize FMF for direct
commercial sales, do not allow the payment from FMF of any direct or indirect costs of sales
commissions or fees for contractor sales representatives for the solicitation or promotion or
otherwise to secure the conclusion of the sale unless the sales commissions and-fees have been
identified and payment thereof approved in writing by the concerned government prior to contract
award: Egypt, Greece, Israel, Jordan, Pakistan, and Turkey.

7. U.S. firms which are selling or have sold the same items to the Department of
Defense (DoD) are generally recognized as having adequate production capabilities and having
previously performed on their contracts in a satisfactory manner. It is recognized that many small
businesses or firms that have not previously sold to the DoD may be the best qualified to provide
articles or services unique to country needs. To verify contractors' statements and determine their
capability to perform under the contract terms, a DoD preaward survey may be required as a
condition to FMF. Such preaward surveys normally are not required for firms with previous DoD
contracting experience.

8. Contractors and country representatives should plan for the time required by DoD to
perform the processing necessary to determine the extent of FMF authorization. The processing
time for contracts that are fully in compliance with these guidelines is approximately 60 days.
When the prospective purchase is from a contractor that does not regularly sell to the U.S.
Government, the purchaser should set a commencement date for the contract that allows at least an
additional 30 days for U.S. Government representatives to conduct a survey of the contractor.
Such a review and preaward survey may be required in certain circumstances by DSAA as a
condition for FMF of the contract.

9. FMF will not be approved for financing of direct commercial letters of credit which
assure payment to the supplier upon presentation by the supplier of invoices and/or delivery
documents. If the contract requires performance bonds or other forms of letters of guarantee, the
use of a bank or financial institution chartered or incorporated in and doing business in the United
States is required for this purpose.

10. FMF will not be approved for financing of non-U.S. transportation carriers.

A. For ocean transportation of FMF shipments the contractor/country will use or
cause to be used, privately owned U.S. flag commercial vessels. For contractor originated ocean
shipments, the contractor will, within 20 days of loading, submit one legible copy of the rated on-
board ocean bill of lading for each shipment to: Chief, Division of National Cargo, Office of
Market Development, Maritime Administration, U.S. Department of Transportation, 400-7th
Street, S.W., Washington, DC 20590. The bill of lading will identify: contract number, name of
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vessel, flag of registry, date and port of loading, port. of final discharge, description- weight-
value- of cargo, and total ocean freight revenue. Any waivers (general, security, or non-
availability) will be in accordance with the country's agreement with DSAA. The waivers are
described in the agreements and may apply to either specific shipments or for a specific period of
financing. Contractors will include these requirements in subcontracts or purchase orders
applicable to this contract.

B. No payments will be made to freight forwarders with FMF for transportation
services. Rated, on-board bills of lading or rated air waybills may be approved for direct payments
to U.S. ocean or air carriers upon request.

11. FMF will not be approved for payments for travel, per diem, accommodations,
lodging, car rental, personal expenses, or other similar expenses of purchasing country personnel
in connection with a direct commercial purchase. Therefore, while these types of costs may be
cited in contracts submitted, they must be paid by the purchaser. If such costs are included, either
directly or indirectly, they must be expressly identified.

12. Any purchase agreement that provides for a refund, penalty, liquidated damages,
bonding provisions, or any other form of financial reimbursement to the purchasing country must
be structured to ensure that such payment is made by the contractor or designated agent (including
the contractor's commercial bank) directly and without undue delay, from the payor to the U.S.
Government.

A. Bonding and guarantee documents, such as Performance Bonds, Letters of
Guarantee, Letters of Credit, and any other such instrument that is established by the contractor or
his agent pursuant to the Purchase Agreement, must be received at the DSAA and made part of the
Purchase Agreement file as a prerequisite to disbursement of FMF funds to the contractor.
Bonding and guarantee documents lacking adequate provisions to ensure prompt payment to the
U.S. Government will not be accepted but will be returned for revision, and the pertinent Purchase
Agreement will be held in abeyance until this requirement is satisfied.

B. Reimbursement payments must be remitted to the addresses noted below.
These payments, when received by the DSAA, will be credited to the purchasing country's FMS
trust fund account and become available for application by the country to any FMS or commercial
case approved for FMF. Any financial reimbursement relating to the Purchase Agreement which is
equal to or less than the FMF funds paid by the DSAA on the Purchase Agreement will become
available for application by the country to any FMS or commercial case approved for FMF. In the
event that the amount of reimbursement exceeds the amount of FMF funds paid by the DSAA on
that Purchase Agreement, the excess amount of that reimburseraent will be credited to the country's
FMS trust fund account and become available to the country for application as "cash" to FMS
cases.

C. Remittances should be processed as follows:

Payments by check must be accompanied by a letter which identifies the purchasing country
and the DSAA case identifier. The check must be made payable to the "United States Treasury"
and mailed to:

Defense Finance and Accounting Service (DFAS)
DE-FCC
Denver, CO 80279-5000
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Payments by wire transfer should be transferred as follows:

United States Treasury
New York, New York
0210-3000-004
DFAS/SAAC
Agency Code 3801
Refund from: (Name of Company)

for purchase made by the Government of
(Country) under DSAA case (Identifier)

13. Contracts should include all essential contract elements. Complete copies of all
provisions of contracts are required for DoD review for FMF. The purchaser must also submit to
DSAA for review all subsequent modifications, amendments, or side letters/supplementary
agreements which affect the contractual relationship between the buyer and the seller on FMF
contracts.

14. The CONTRACTOR'S CERTIFICATION AND AGREEMENT WITH DEFENSE
SECURITY ASSISTANCE AGENCY is required to be signed by the contractor and submitted by
the purchaser to the DSAA when the contract is Provideci for funding review. The date of the
current agreement form is February 1989.

15. Generally, FMS Cooperative Logistics Supply Support Arrangements (CLSSAs) are
established to provide standard spare parts for items of U.S. origin. These FMS agreements
contemplate timely delivery of spare parts at a fair price. However, countries sometimes find it
necessary to open commercial Basic Ordering Agreements (BOAs) to provide for certain time
sensitive items or for non-standard.items. Commercial contracts for BOAs may be approved for
FMF, subject to purchaser agreement that:

A. Standard items are first requisitioned via CLSSAs.

B. The commercial BOA may only be used for acquisition of standard items if the
CLSSA is unable to satisfy specific country delivery requirements.

C. listings of requirements are provided with BOA contracts whenever possible.

16. Contractors may not offer Defense Contract Management Command (DCMC)
quality assurance services as a part of a direct commercial contract.

A. For some contracts or purchase orders, the DSAA may require that a DCMC
quality assurance verification be performed before delivery of the materiel to assure that the quality
of the materiel is in accordance with contract terms, or for DoD standard items, U.S. Military
specifications. In the event that the DSAA detem-ines that such quality assurance is required, the
purchaser will be notified when the contract is reviewed that DoD quality assurance services from
the Defense Logistics Agency (DLA), through the DCMC International Logistics Office in New
York, are required as a condition for FMF of the contract.
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B. Although the cost of such quality assurance services may be included in the
contract and paid to the Defense Finance and Accounting Service (DFAS) by the contractor on
behalf of the purchaser, the purchaser country will be required to arrange for these services
through a FMS agreement with the DCMC.

17. The contracts or purchase orders must clearly identify the amount of any applicable
down payment and follow-on payments.

A. A down payment or initial payment may not exceed the amount of cost incurred
by the contractor up to the date of submission of the down payment invoice. This payment is
defined as the contractor's out-of-pocket payments made prior to contract implementation, plus
termination liability to be incurred during the first 90 days, less profit, as certified by the
contractor.

B. Follow-on payments may be scheduled on the accomplishment of specific
milestones detailed in the contract, such as deliveries or contractor costs incurred as of the date of
the invoice plus costs to be incurred (which include termination liability) through the next 90 days.
A proportional share of profit may also be recovered in follow-on payments, based upon
milestones achieved or partial deliveries.

C. Full contract payment cannot be scheduled prior to the date/schedule of contract
deliveries or completion of contract actions.

D. The purchaser country should validate invoices and submit them to DSAA for
payment within 60 days of receipt from the contractor. Purchaser countries may not assess
charges to United States contractors for processing contracts or invoices for payment. FMF will
be withdrawn if such charges are determined to have been assessed or if the purchasing country
representatives have solicited U.S. contractors to provide free materiel, services, advertising, or
other similar forms of benefits as a condition of award of a contract or processing of invoices.

18. Pricing comparisons are being performed on a selective basis as part of the contract
review process. Current DoD procurement prices will be used as a source of comparison prices to
assure a valid comparison. However, if DoD has excess stocks available at a lower price, or if the
purchaser has invested in early procurement through a FMS CLSSA case for the same type of
item, we will so notify the contractor and the purchaser. When prices are discovered which appear
to be excessive in comparison to new acquisition of comparable items for DoD or domestic
purchase, the contractor will be advised. Our objective is to maximize the benefits of limited FMF
funds; however, we recognize that certain circumstances, especially delivery schedules, may
justify paying higher prices. Unjustified excessive prices may be cause for disapproval of FMF.

19. It is important that the purchaser provide prior notification to DSAA of acquisition
plans. Plans should be submitted for each requirement for which the purchaser anticipates making
a direct commercial purchase with FMF. The identification of requirements should be provided as
far in advance as possible (preferably 60 days) before solicitation of bids or initiation of contract
negotiations. This will allow the DoD sufficient time to evaluate the proposed acquisition and seek
any required clarification prior to solicitation.

A. While the DSAA does not desire to delay the procurement of defense materiel,
early identification of prospective purchases through direct commercial contracts is necessary. If
notification is not provided to the DSAA prior to submission of contracts, it may result in the
contract review being delayed or in contracts being returned without review.
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B. Additionally, it is highly recommended that whenever possible, several U.S.
manufacturers be contacted by the purchaser for solicitation of bids to meet their specific needs.
When the purchaser has made a selection and a direct commercial contract is submitted to DSAA
for FMF review, by separate letter the purchaser should identify the various contractors solicited as
well as the basis for selection. If the contract was not competed and the firm was selected on a sole
source basis, the reasons for such selection should be provided when the contract is submitted for
review. If this information is not provided the contract review will be delayed pending verification
of the use of competitive contracting.

20. If the contractor otherwise contracts with DoD, the contractor must comply with
approved cost accounting standards. FMF may be disallowed for contracts which result in
additional costs being transferred to the DoD. The Defense Contract Audit Agency (DCAA) has
expressed concerns about the formation by U.S. prime contractors of separate corporate segments
to conduct foreign sales. In some cases, when significant intracompany contracting is involved,
the resulting allocations of costs are inconsistent with cost accounting standards and would
unjustifiably result in the allocation of additional costs to DoD contracts. If DoD prime contractors
establish separate companies or other corporate segments for the purpose of conducting foreign
sales and request FMF for sales by such segments, DSAA will request DCAA review of the
transaction. FMF will be approved only upon confirmation by the DCAA that the arrangement is
consistent with cost accounting standards and that there would be no unjustifiable additional cost
on DoD contracts with the prime contractor.

21. The Defense Security Assistance Agency is not staffed in a manner which would
enable it to conduct independent debarment or suspension proceedings. Therefore, with respect to
approval of financing for U.S. contractors, DSAA relies heavily on the experiences of other U.S.
Government agencies which are empowered to debar/suspend contractors for cause.

A. Contracts will not be approved for U.S. suppliers which are included in: The
U.S. General Services Administration List of Parties Excluded From Federal Procurement or
Nonprocurement Programs, the U.S. Commerce List of Denial Orders Currently Affecting Export
Privileges or similar determinations in which the U.S. Department of State has made certain
contractors ineligible to export material under the International Traffic in Arms Regulations.
Should contracts involving such suppliers be submitted to DSAA, they will be returned to the
prospective purchaser without action with the appropriate indication as to the Agency which has
initiated the action of debarment or suspension. A copy of the letter will be furnished to the
contractor involved.

B. The action required before such contracts can be considered for FMF is for the
U.S. contractor involved to take appropriate administrative or legal steps to remove the relevant
organization or individual from the debarment/suspension list. Such action should be taken
directly with the Agency which has debarment responsibility.

22. If the contract includes a requirement for insurance, the use of a U.S. insurance firm
is required.

23. If the contract includes an arbitration clause, the location of the arbitration must be
identified as in either the United States or a mutually agreed third country and not in the purchaser
country.
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A flow chart depicting the DSAA commercial contract review and approval process is
attached.

Contracts and supporting documentation should be submitted by the purchasing country to the
following address:

Defense Security Assistance Agency
AUTN: Operations Management Division (OPS-MGT)
Room 4B740
The Pentagon
Washington, D.C. 20301-2800

Inquiries concerning these polices and procedures or the contract review process should be
directed to the above address or by phone: commercial (703) 695-5733.

Attachments
As stated
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TABLE 902-6

ESSENTIAL CONTRACT ELEM

1. Elements that Must be Included in the Contract:

a. Country

b. Complete identification of U.S. Contractor to include name, address, and
telephone number

c. Contract number

d. Complete nomenclature of defense articles and description of services to be provided

e. Complete description of quantities and price(s)

f Complete description of financial arrangements:

- Unit prices - Down payment

- Payment schedule (to include method of liquidating down payment
based on deliveries)

g. Identification of shipment terms

h. Identification of any bonds or clauses that could result in a refund to the purchaser,
such as, but not limited to:

Advance payment bond - Progress payment bond

- Performance bond - Liquidated damages

i. Acceptance (signatures) by both parties

2. Elements that May be Included in the Contract, or Submitted by the Contractor in a
Separate Document to DSAA Prior to Approval of the Contract for FMS Credit

Funding.

a. Identification of the non-U.S. origin components and services. However, raw
materials and items procured by a manufacturer from both U.S. and foreign
sources, which are not ordinarily segregated by origin, and are incorporated on
an interchangeable basis into the manufacturers products, need not be identified.

b. Identification of offsets or countertrade requirements or agreements.
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TABLE 902-7

CONTRACTOR'S CERTIFICATION AND AGREEMENT
WITH

DEFENSE SECURITY ASSISTANCE AGENCY

Effective February 1989

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA"AAA

Contractor's Name:
Contractor's Address:

Purchaser. Government of

Contract Number: Contract Date:

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

The Contractor, named above, in entering into an agreement to sell defense articles, defense
services, or design and construction services to the foreign government listed above as purchaser,
hereby acknowledges that the sum to be claimed as due and owing under the contract or proforma
invoice identified above (hereafter sometimes referred to as the "Purchase Agreement") is to be
paid, in whole or in part, to the Contractor from U.S. Government funds made available to the
foreign government under provisions of the Arms Export Control Act, as amended. In
consideration of the receipt of such sum, the Contractor certifies to and agrees with, the U.S.
Government (USG), as represented by the Defense Security Assistance Agency (DSAA), the
following:

1. Agrees that an authorized representative of the Department of Defense or other authorized
representative of the Government of the United States shall, for a period of three years following
receipt of the final payment made by DSAA on this Purchase Agreement, have access to and the
right to examine any of the Contractor's directly pertinent books, documents, papers, or other
records involving transactions related to this contract. The Contractor agrees to include in first-tier
contracts under this contract, a clause to the effect that authorized representatives of the
Government of the United States shall have access to and the right to examine, for a period of three
years following the final payment to the Contractor by DSAA, any of the subcontractor's directly
pertinent books, documents, papers, or other records involving transactions related to the
subc',ntract. "Subcontract" for the purposes of this certification and agreement, is defined as all
fir't-tier agreements and purchase orders except: (1) those orders less than $10,000 in value, (2)
those orders in implementation of a Purchase Agreement awarded by the foreign government to the
Contractor on a competitive lowest responsive bid basis, (3) those orders for common hardware
items purchased at widely circulated catalog prices, or (4) those orders issued prior to and effective
prior to date of the Purchase Agreement identified above.

2. Agrees to include in the written terms and conditions of each such subcontract a prominently
displayed statement that United States Government funds will be used to finance such subcontract,
and that acceptance of the subcontract order will constitute acknowledgement of such notification
of U.S. Government financing.

TABLE 902-7 Contractor's Certification and Agreement.
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3. Certifies and agrees that no bribes, rebates, gifts, kickbacks or gratuities have been or will be
offered to or given to (directly or indirectly) contrary to United States law, or have been or will be
arranged contrary to United States law with, officers, officials, or employees of the purchaser by
the Contractor, its employees or agents which are intended to secure the Purchase Agreement or
favorable treatment under the Purchase Agreement or for any other purpose relating to the Purchase
Agreement.

4. Agrees to include in the written terms and conditions of each such subcontract applicable to
this contract a prominently displayed statement that acceptance and implementation of the
subcontract constitutes a declaration and agreement by the principal executive officers of the
subcontractor that no bribes, rebates, gifts, kickbacks, or gratuities have been or will be offered to,
or given to (directly or indirectly) contrary to United States law, or have bc.- or will be arranged
contrary to United States law with, officers, officials, or employees of the purchaser by the
subcontractor, its employees or agents which are intended to secure the Purchase Agreement or the
subcontract or favorable treatment under such agreements or for any other purpose relating to the
Purchase Agreement or the subcontract.

5. Agrees that the U.S. Government has the right to suspend the financing of this Purchase
Agreement on the instruction of the purchaser, or for any suspected or confirmed misrepresentation
or violation of any certification provided by this Contractor to obtain such financing, without any
liability accruing to the U.S. Government.

6. Certifies that, unless identified below, the materiel or components to be provided under the
Purchase Agreement are of U.S. manufacture. Agrees that, if DSAA approves financing of the
dollar value of non-U.S. origin components or services stated in this certification, or a specified
dollar value of non-U.S. origin content, this value will not be exceeded. Certifies that the dollar
value of all non-U.S. origin or non-U.S. manufactured items and components, and non-U.S.
services procured or to be procured specifically for this Purchase Agreement is indicated below.
The value of raw materials and common hardware items which are procured by a manufacturer

:2 from both U.S. and foreign sources which are not ordinarily segregated by origin, and which are
incorporated on an interchangeable basis into the manufacturer's products, need not be identified.

$_ (Total dollar value of non-U.S. origin components and services in the Purchase Agreement)

7. Certifies that the Purchase Agreement price includes only the following commissions or other
contingent fees which shall have been or shall be paid only to bona fide employees or bona fide
agencies which neither exerts nor proposes to exert improper influence to solicit or obtain this
Purchase Agreement as defined in the Federal Acquisition Regulation (FAR) 3.401:

Recipient(s) of Commissions or Other Contingent Agents Fees

Name:

Address:

Aggregate Amount Paid and To Be Paid: $

Certifies that if "NONE" is indicated above the Contractor has not employed or retained any agent
to solicit or obtain the Purchase Agreement on a contingent basis who has been or is to be paid
from funds received by the Contractor from the U.S. Government under the Purchase Agreement.
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8. Certifies that funds received by the Contractor from the U.S. Government under the
Purchase Agreement will not be used to purchase services, other than described in paragraphs
six (6) or seven (7) above, utilized in the performance of the Purchase Agreement from non-U.S.
contractors or individuals that are not resident in the United States of America, unless the financing
of such services is expressly authorized by the DSAA.

9. Agrees to identify the full amount of any down payment received under the Purchase
Agreement in its accounting records as a down payment, to apply these funds solely to the
performance of obligations under this Purchase Agreement, and to provide a clear audit trail on the
use of these funds. Agrees to certify on the down payment invoice that payment requested does
not exceed Contractor costs incurred at the time of submission of invoice. These costs may not
exceed the total expenditures incurred prior to implementation of the Purchase Agreement, plus
termination liability to be incurred during the first 90 days, less profit. Agrees to include in the
written terms and conditions of each subcontract a prominently displayed statement that acceptance
and implementation of the subcontract constitutes agreement by the subcontractor to identify the
full amount of any payment received under the subcontract in its accounting records and to provide
a clear audit trail of the use of these funds.

10. Agrees that export transportation costs financed under terms of the Purchase Agreement will
be paid only to steamship, barge, tug, and airline companies of United States registry. Agrees that
amounts billed for such transportation shall be only the cost for shipping only the defense articles
provided under terms of the Purchase Agreement.

11. Certifies that the cost of transportation, lodging, meals and other personal support costs
incurred by or in behalf of the purchaser's personnel relating in any way to this contract will be
paid by the purchaser, and that these costs will not be financed, in whole or in part, with USG
funds received from the U.S. Government under the Purchase Agreement either directly or
indirectly.

12. Certifies that the entire agreement which affects the contractual relationship between the
Contractor and the purchasing government relating to this Purchase Agreement consists of: (list
articles, clauses, annexes, exhibits, appendices, letters, purchase orders, etc.)
Further, recognizes that the U.S. Government makes no commitment to finance any additional
subsequent agreements related to this Purchase Agreement

13. Agrees that the Contractor's invoices will be prepared in accordance with the relevant
provisions of the Purchase Agreement and will be submitted through the purchaser for presentation
to the DSAA for payment, as follows:

a. As a minimum, the invoices must: (1) reflect the amount due and payment due date;
(2) specify whether the amount billed is a down payment, progress/milestone payment, or delivery
payment; (3) list the items and services delivered for which payment is requested; (4) indicate by a
separate entry the transportation costs, if not included in the item price; (5) designate the FOB
point and "ship to" address; (6) designate the address to where the payment should be sent; (7) if
the billed amount consists of "cost, insurance and freight" (CIF) terms for delivery of materiel to a
destination point outside the United States, provide the name of the carrier(s) of the materiel from
the U.S. Port Of Embarkation; and (8) be supported by a copy of freight bills, air way bills, or
rated on-board bills-of-lading, fully accounting for the cost of inland and export transportation of
the items covered by the invoice for which payment is requested. If the Contractor pays for the
transportation, whether the transpo-'tation cost is included in the price of the item or billed

TABLE 902-7 (Continued)

902-89 Change No. 5, 2 November 1992



DOD 5105.38-M

separately to the Purchaser, bills-of-lading or air way hills must be submitted with the invoice for
which payment is requested. A copy of the invoice for the cost of any insurance coverage on the
shipment must also be submitted along with the shipping documents.

b. If the purchaser is paying the export transportation cost with other than U.S.
Government funds (i.e., the Contractor is not paying for the export transportation cost), the
Contractor will submit a certification with the invoice as follows:

The (Cnacr acknowledges that U.S. Government funds are being used by the
Government of to finance this purchase and certifies
that no shipping cost has been incurred by this firm for exporting this materiel from
the United States and no shipping cost is included in the sales price or otherwise
included in the invoiced amount for which payment is requested.

c. All Contractor's invoices must be submitted with the following certification:

The (Contractor) acknowledges that U.S. Government funds are being used by the
Government of to finance this purchase and certifies
that the invoice(s) submitted with respect thereto are free from any material false
statement or misrepresentation and do not omit any material facts.

14. Agrees that any penalty payment, refund, or other reimbursement due to the purchaser
pursuant to this Purchase Agreement will be paid to the U.S. Government for credit to the FMS
trust fund account of the purchaser. Agrees to ensure that the DSAA receives a copy of the
bonding or guarantee documents, such as Performance Bonds or Letters of Guarantee applicable to
this Purchase Agreement.

15. Certifies that neither the Contractor nor any of its employees are suspended or debarred from
, conducting business with any agency of the U.S. Government, and that export privileges are not

suspended or revoked. Also agrees that no such suspended or debarred firms will not be used as a
source of supplies or as a subcontractor for this Purchase Agreement.

16. In addition to the agreement in paragraph I above, for purposes of facilitating official U.S.
Government inquiries to determine whether criminal offenses may have been comitted regarding
the use, disbursement or other disposition of funds made available under the U.S. Arms Export
Control Act, involved in this Purchase Agreement, agrees:

a. to identify and to consent to the disclosure of the following accounts to (and at the
request of) the U.S. Department of Defense or the U.S. Department of Justice or U.S. Federal
grand juries:

(1) accounts wherever located in the name of such Contractor, and

(2) accounts located outside the United States in the name of the principal executive
officers of such Contractor (and any nominees) who have been p. rsonally and substantially
involved in this Purchase Agreement.

TABLE 902-7 (Continued)
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b. for these purposes to include in the written terms and conditions of each subcontract (as
defined in paragraph 1 above) applicable to this Purchase Agreement a statement that acceptance
and implementation of the subcontract consitutes agreement by the subcontractor to identify and to
consent to the disclosure of the following accounts to (and at the request of) the U.S. Department
of Defense or the U.S. Department of Justice or U.S. Federal grand juries:

(1) accounts wherever located in the name of such subcontractor or supplier, and

(2) accounts located outside the United States in the name of the pri:ucipal executive
officers of such subcontractor or supplier (and any nominees) who have been personally and
substantially involved in this subcontract under the Purchase Agreement.

The term "consent to the disclosure" for the purposes of subparagraphs (a) and (b) of this
paragraph includes an agreement to provide consent documents authorizing the disclosure of such
information upon request.

17. By signature below, the named individual hereby separately certify: (1) that he or she has
actual authority to sign on behalf of the Contractor and to bind the Contractor with regard to all
agreements and certifications contained hereon; (2) that this certification and agreement is being
signed and submitted for the purpose of receiving payment under terms of the above listed
Purchase Agreement to be financed by U.S. Government funds; and (3) that the information
provided in this Certification and Agreement is complete and correct to the best of each signatory's
knowledge and belief after each has taken appropriate steps to verify the accuracy thereof. The
person(s) signing the Purchase Agreement may not also sign this Certification and Agreement. In
the event that the Contractor is a partnership, two general partners are required to sign this
Certification and Agreement.

VICE PRESIDENT (OR MORE SENIOR OFFICAL)
HAVING SUPERVISORY RESPONSIBILITIES OVER TREASURER, COMPTROLLER,
THE MAKING OF THIS PURCHASE AGREEMENT OR OTHER SENIOR FISCAL OFFICIAL.

(Signature) (Signature)

(Typed Name) (Typed Name)

(Title) (Date) (Tide) (Date)

TABLE 902-7 (Continued)
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TABLE 902-8

NOTIFICATION OF REQUIREMENTS FOR DIRECT ACQUISITION
TO BE FUNDED WITH U.S. FMS LOAN FUNDS

A. Country:

B. Identification of Requirements:

1. U.S. Defense Items or Services:

2. Quantity:

3. Estimated Purchase Agreement Value: $

4. Projected date of submission of contract to DSAA for funding approval:

C. Comments: (Include information regarding firms to receive bid requests and your
competitive acquisition process)

TABLE 902-8. Notification of Requirements for Direct Acquisition to be

Funded with U.S. FMS Loan Funds
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TABLE 902-9

DETERMINATION

Pursuant to Section 42(c) of the Arms Export Control Act and the authority thereunder
delegated by Executive Order 11958 to the Secretary of Defense (and successively redelegated on
February 12, 1972, and February 24, 1972, to the Director, DSAA, or, in his absence, the Deputy
Director, DSAA), I hereby determine that procurement outside the United States

[for the Government of (county) under a Letter of Offer and Acceptance]

[by the Government of JcouyL pursuant to a direct commercial contract]

of (gmenerl description of defense articles or services) will not result in adverse effects upon the
economy of the United States or the industrial mobilization base, and I therefore authorize the use
of Foreign Military Financing funds made available to the Government of (couno) for such
procurement.

DATE:
Director, DSAA

cc: Comptroller, DSAA

CONCURRENCES:

Department of the Treasury

Departnent of State

TABLE 902-9. OSP DETERMINATION
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SECTION 903 - TRANSPORTATION

90301 GENERAL. Public Resolution 17 (48 Stat. 500), 46 USC. 1241-1, expresses the
sense of Congress that export cargo generated as a result of loans made by federal nties
should be carried exclusively in US flag vessels. FMS loan agreements, both DoD direct and FFB
guaranteed, require that all items financed with these funds, which are transported by ocean vessel,
shall be transported in privately owned vessels of US registry unless a waiver of this requirement
is granted by the DSAA or the Maritime Administration (MARAD). Section 901(b) of the *
Merchant Marine Act of 1936, as amended, 46 USC. 1241, requires "at least 50 per centum" of
such cargo be transported on US flag privately-owned vessels. When FMS LOAs are changed
from cash financing to FMS credit financing it is the recipient's responsibility to assure that the US
flag shipping requirements are followed.

90302 MARINE TRANSPORTATION WAIVER PROCEDURES. The following
procedures and conditions shall be adhered to concerning marine transportation of defense articles,
the purchase of which is to be financed under a loan agreement. All defense articles, which are
transported by ocean vessel, shall be transported in privately owned vessels of US registry unless
a waiver of this requirement is obtained. Requests for waiver are categorized as general, non-
availability, or security as outlined below:

A. General Waivers.

1. Consideration will be given to a waiver application to authorize vessels flying
flags of the country to whom the loan agreement applies to participate in the transportation of cargo
generated under the loan agreement provided the recipient country does not discriminate against US
flag vessels in the carriage of the exports or imports of the recipient nation. Approval may be
granted for the recipient nation's vessels to carry up to, but not in excess of 50 percent of the cargo
under this agreement. Ocean freight revenue is the main criterion for determining flag participation
but cargo valuation shall also be taken into consideration. Accordingly, throughout the life of this
agreement, US flag vessels shall not receive less than 50 percent of the cargo valuation and ocean
freight revenue insofar as practicable.

2. Applications for general waiver should be submitted as soon as practicable after
determination has been made to use the recipient country flag vessels but at least 21 days in
advance of intended shipping dates to enable verification of the treatment accorded vessels of US
registry and to process the application.

3. Subsequent to the granting of a general waiver, if it occurs that neither the US
flag vessels nor recipient country flag vessels are available, consideration will be given to specific
waiver applications to authorize, on a shipment-by-shipment basis, the use of third country flag
vessels. Applications for the use of a third country flag vessel under an approved general waiver
should be submitted at least 21 days prior to the intended shipping date to allow time to process the
application. If a waiver is granted to allow the use of a third country flag vessel for a particular
shipment under an existing general waiver, the cargo carried by the third country flag vessel shall
be recorded against the recipient country flag vessels' portion of the cargo available under the
general waiver.

4. The application for a general waiver and subsequent waivers for the use of third
country flag vessels should be submitted to the Director, Defense Security Assistance Agency,
Department of Defense, Washington, D.C. 20301-2800, with a copy to the Director, Office of
Market Development, Maritime Administration, US Department of Transportation, Washington,
D.C. 20590-0001.
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B. Non-Availability Waivers.

1. Consideration will be given to waiver applications to authorize use of foreign flag
vessels in those cases of non-availability of US flag vessels or in instances of non-availability of
US flag vessels at reasonable rates.

2. Applications for non-availability waivers to permit use of recipient country flag
vessels need not be submitted if a general waiver has been approved and the recipient nation will
use US flag vessels to carry over 50 percent of the cargo under this agreement. Applications are
required where a general waiver (1) has not been applied for, (2) has not been approved, or (3) has
been approved but, on a shipment-by-shipment basis, US flag vessels are not available or not
available at reasonable rates and shipments on non-US flag vessels will exceed 50 percent of the
cargo under this agreement. If a general waiver has been approved, every effort should be made to
ship defense articles and equipment, where US flag vessels are not available or not available at
reasunable rates, under the recipient country's portion of the cargo available under the general
waiver. Therefore, applications for non-availability waivers, where a general waiver has been
approved, should be submitted only under unusual circumstances.

3. Applications on the basis on non-availability of vessels of US registry must
establish and document that the recipient nation has made a reasonable, timely and bona fide effort
to arrange shipment on vessels of United States registry and that such vessels are not available.
Such applications must be submitted at least 21 days in advance of the intended shipping date to
enable verification of non-availability of vessels of US registry and to process the application.

4. Applications on the basis on non-availability of vessels of United States registry
at reasonable rates must establish and document all applicable comparative rates and should be
submitted at least 21 days in advance of the intended shipping date to enable verification on non-
availability of vessels of United States registry at reasonable rates and to process the application.

5. Applications for non-availability waivers must be submitted on a shipment-by-
shipment basis. Applications should be submitted to the Director, Office of Market Development,
Maritime Administration, US Department of Transporation, Washington, D.C. 20590-0001, with
a copy to the Director, Defense Security Assistance Agency, Department of Defense, Washington,
D.C. 20301-2800.

6. Each application for a non-availability waiver should contain the following
information:

a. Identification and address of the applicant
b. Recipient country
c. Date and source of loan (FFB, etc.)
d. Manufacturer and/or exporter
e. List and description of commodities to be shipped
f. FAS value of commodities
g. Shipping date
h. Loading port
i. Discharge port
j. Estimated ocean freight cost
k. Proposed vessel(s) to be used
1. Weight of shipment
m. Cube measurement of shipment
n. Original point of production

903-2 Change No. 6, 10 May 1994



90302.C. DOD 5105.38-M

C. Security Waivers.

1. Consideration will be given to waiver applications to authorize vessels flying the
flag of the country to whom the agreement applies on the basis of reasonable security needs in
regards to the cargo and the arrival of such cargo at its destination. A security waiver may be
requested for a specific shipment or series of shipments under this agreement where sabotage may
reasonably be expected or a state of emergency exists.

2. Application for security waivers need not be submitted if a general waiver has
been approved and the recipient nation will use U.S. Flag Vessels to carry over 50 percent of the
cargo under this agreement. Applications are required where a general waiver (1) has not been
applied for, (2) has not been approved, or (3) has been approved but, on a shipment-by-shipment
basis, use of recipient country flag vessels will exceed 50 percent of the cargo under this
agreement. If a general waiver has been approved, every effort should be made to ship those
defense articles and equipment involving special security or safety requirements under the recipient
country's portion of the cargo available under the general waiver. Therefore, waiver applications
for security or safety reasons where a general waiver has been approved should be submitted only
under unusual circumstances.

3. Applications on the basis of security must provide the specific security or safety
requirements and information involved in the shipment(s) to be made at least 21 days in advance of
the intended shipment(s) dates to enable verification of the security or safety requirements and to
process the application.

4. The application should be provided to the Director, Defense Security Assistance
Agency, Room 4E841, Department of Defense, Washington, D.C. 20301-2800, with copy to the
Director, Office of Market Development, Maritime Administration, U.S. Department of
Transportation, Washington, D.C. 20590-0001.

90303 REPORTS TO U.S. DEPARTMENT OF TRANSPORTATION. In order to
monitor the use of marine transportation under this agreement, pertinent information should be
forwarded as early as possible but not later than 90 days after shipment to the Director, Office of
Market Development, Maritime Administration, U.S. Department of Transportation, Washington,
D.C. 20590-0001, for all shipments of goods financed in whole or in part with credit and/or
Guaranteed Loan funds. The following information must be reported:

A. Date and source of loan (FFB, etc.)
B. FAS value of Cargo
C. Manufacturer
D. Freight forwarder
E. Ocean freight cost
F. Name of vessel
G. Vessel flag of registry
H. Date of loading
I. Port of loading
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CHAPTER 10 ,.
TRAINING PROGRAM MANAGEMENT

SECTION 1000 - INTRODUCTION AND GENERAL

100001 BASIC GUIDELINES.

A. •roe. This chapter provides guidance and instructions for providing training to
eligible foreign countries and international organizations as authorized under the FAA for IMET
and the AECA for FMS training. Traditional IMET and FMS authority is limited to training
military and civilian personnel from the host country defense establishment. Legislation for
Expanded IMET provides authority to train defense and non-defense personnel with emphasis on
civilians from other government agencies and legislators involved in defense matters. This chapter
does not include military training or exchanges authorized under other legislative authority; e.g.,
foreign attendance at US military academies.

B. Def'mition of Training. Training inclu,,. s formal and informal instruction of IMS
and civilian students in the US or overseas by IA officers, employees, or technicians on contract,
or contractors (including instruction at civilian institutions); by correspondence courses; technical,
educational, or information publications and media; English language laboratory equipment and
English language books, publications, and materials; training aids, orientation, training exercises;
and military advice to foreign military forces.

C. Pra.hioifionL Personnel providing defense services (including training) are prohibited
by AECA Sec 21 (c) from performing duties of a combatant nature. This precludes activity related
to training and advising which may engage US inersonnel in combat activities, outside the US, in
conjunction with the performance of defense services. This prohibition is applicable only during
hostilities involving the country where the training is taking place.

D. RestBefis oni Governments acquiring training from the US may not transfer training
related to the use of US material or services to other countries or organizations, or to anyone not an
officer, employee or agent of the purchasing government, nor use or permit the use of such
training for purposes other than those for which furnished, without the consent of the USG.
Therefore, technical skills and information acquired through IMET or FMS training programs may
not be used by the recipient country to train personnel from a third country unless approved in
advance. Requests to transfer training to third parties should be submitted via diplomatic note to
the DoS (PM/DRSA) for action, information copy to DSAA-Plans. Training transfer requests
received by the IA should be referred to DSAA for forwarding to DoS.

E. Additional Guidance. The following documents provide additional information and
guidance for the development of training programs: (1) MILDEP MASLs, (2) JSAT Regulation
(AR 12-15, SECNAVINST 4950.4, and AFR 50-29), and (3) MILDEP handbooks or programing
guides.

F. Overseas PCS. See Paragraph 70105.E.

100002 PROGRAM PLANNING AND DEVELOPMENT.

A. Training Planning. Particular emphasis should be placed on out-year planning of
training requirements by SAOs and UCOMs. SAOs should maintain an active dialogue with host
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country counterparts to develop a two-year training plan which consolidates host country training
needs from a joint perspective, taking into consideration all sources of funding (i.e., FMS, FMF,
IMET, INM) and all potential sources of training (i.e., indigenous, third country, commercial, and
US). SAOs should use the two-year training plan as the vehicle to encourage host country training
counterparts to plan beyond a single year program. SAOs should also use the two-year training
plan as part of the SAO input to the training AIASA in view of the overlapping reporting periods
and similar statistical summary requirements by training analysis code categories. Specific
guidance on preparation of the two-year training plan is contained in Table 1000-1.

B. Training AIASA Reports. Input of IMET and FMS program requirements will be
included by the SAO training officer in the training AIASA submitted by all SA recipients to DoS
providing a rationale and justification for allocation of SA resources. Information copies of these
reports will be provided to DSAA, UCOMs, and IAs.

C. Joint Service Training Program Managment Reviews. During each fiscal year,
UCOMs will host Joint Service TPMRs on behalf of the training community to address IMET as
well as FMS, INM, and other training requirements. The TPMRs cycle will be scheduled by the
UCOMs during the March-May timeframe with the CENTCOM review, followed generally in
sequence by the PACOM, ACOM, EUCOM, and SOUTHCOM reviews. There will be a one-
week gap between consecutive UCOM TPMRs.

1. TPMR Objectives. Objectives are to (1) review and coordinate the two-year
training plans developed by the SAOs and approved by the UCOMs for the budget year and
planning year, finalize the budget year training program for each country, reconcile training policy,
program, and planning issues, and educate SAOs.

2. Format. Each TPMR, consolidated on a joint service basis, will consist of two
phases conducted in not more than five duty days. Phase I (Planning and Policy) will consist of a
plenary session with presentations by the UCOM, SAO, and CONUS attendees as appropriate.
Phase 1 will focus primarily on planning and policy issues and the review of SAO requests for
exceptions to policy, PME, and Expanded IMET requirements. Phase II (Programs) will consist
principally of MILDEP panels devoted to a detailed review of country training program data. In
addition, UCOMs will use the TPMR as a forum to obtain IMET Mid-Year Review input from the
SAOs.

3. TPMR Agenda. UCOMs will coordinate a TPMR agenda with DSAA and the
MILDEPs at least 60 days prior to the TPMR.

4. TPMR Attendance. SAO attendance will normally be limited to one
representative per country; this should normally be a US person charged with development and
execution of the SA training program. Foreign national attendance is authorized on a case-by-case
basis where the UCOM determines that attendance is critical to the presentation and review of the
program.

5. SAO TPMR Briefings. Selected SAOs will provide an oral presentation within a
time limit, content, and format prescribed by UCOMs. At a minimum, the SAO oral presentation
will cover highlights of the two-year training plan and include the three-year statistical summary
(current, budget, and first plan year) by training analysis code categories broken out by students,
dollars, and percentage of dollars for each category. The overall objective of the SAO oral
presentation is to highlight and clarify the vital aspects of each plan for UCOM and CONUS
TPMR attendees to enable them to better respond to the unique requirements of each country.

6. SAO Requests for Exception to Policv. SAOs will submit written policy
waiver requests to the UCOM that include full justification for the training, including a statement of
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the SAO Chiefs concurrence. UCOMs and MAs will recommend waiver approval or disapproval
no later than the end of the second day of the TPMR. The justifications and recommendations will
be provided to the DSAA representative no later than the second day of the TPMR for final
approval or disapproval. UCOMs will coordinate this efforL

D. Two-Year Training Plan. SAOs will submit written plans covering the budget year
and the planning year in accordance with guidance from the UCOM (see Table 1000-1).

E. Training Request Submission Guidance.

1. Channels of Submigion. SAOs will submit initial budget year requirements
data and all subsequent changes diredy to the IAs.

2. Submission of Final Current Year Program Changes (IMET Onlvy.
Final current year program changes to IMET program requirements must be submitted by SAOs to
IAs in proper program change format no later than 5 August and be forwarded by IAs to arrive in
DSAA not later than 15 August in order to be considered during the end-of-year closeout of that
program on 30 September. To accomplish that, SAO program changes must arrive at the
appropriat LAs no later than Monday of the week before 15 August. Only changes justified as an
urgent requirement will be considered after the 15 August cutoff date. These must be approved
prior to submission by DSAA and approval will be contingent upon sufficient time remaining to
process the change and obligate funds by the end of the fiscal year.

100003 CROSS-SERVICE TRAINING. Cross-service training is a training series for an
international student provided by more than one MILDEP.

A. Training in Schools of Another Service. When a student from one foreign
military service is selected for training exclusively within schools of another US military service,
such training will be requested in the program of, and administered by, the MILDEP providing the
training.

B. Training in Schools of More Than One DoD Comnonent. When a student is
selected for training involving courses of more than one DoD department or agency, the IA will
normally be the DoD entity providing the majority of the training. Consider number of weeks of
training as opposed to number of courses (ELT excluded).

C. OTs to US Installations of More Than One DoD ComnonenL The IA for OTs
to US military installations of more than one DoD component will be the MILDEP corresponding
to the trainee or having predominant interest.

1M0004 DOD INFORMATIONAL PROGRAM. In accordance with DoDD 5410-1-7, each
student attending a formal course in the US is given the opportunity to participate in the IP. The
objective of the program is to assist trainees in acquiring a balanced understanding of US society,
institutions, and goals, in conjunction with their training experience. The program should include
frank explanation and free discussion with the students about our government structure, judicial
system, the political party system, the role of a free press and other communications media,
cultural issues associated with minorities, the purpose and scope of labor unions, our economic
system, educational institutions, and the way in which all of these elements reflect the US
commitment to the basic principles of internationally recognized human rights. Activities such as
visits to private homes, local industries, industrial and cultural exhibits, farms, schools, historical
points of interest, and civic activities are to be encouraged.
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A. Aalfl•ahieity The program applies to IMS and military-sponsored visitors in the US
under the SA program. As appropriate to the surrounding environment, the IP also applies to DoD
training installations overseas performing SA military training functions.

B. Responsibility for lmplementation. IAs are responsible for implementation of the
IP. Cost factors for implementing the program will be included in and derived from the course
tuition costs. Commanders of US training installations will designate an IMS officer (IMSO) for
consolidated administration of IMS and to conduct the IP.

C. Scone of Funded Activities. IP activities include transportation, meals, lodging,
admissions, programs, and related incidental expenses. The student is required to assume the
costs for personal shopping and services such as laundry and telephone and other costs not directly
associated with the programed tour. IP funds may be used to finance the cost of distinctive
medallions, plaques, ornaments, or mementos which serve to commemorate the student's
experience in participating in a particular IP activity. They should be distinctive in design and
nominal in cost so as to eliminate the feeling on the part of IMS that reciprocation is required.

D. Use of Local Civic Groups. IP activities should involve local civic groups,
organizations, agencies, facilities, and historical attractions. Student sponsorship programs,
including civilian and military participants are important to the success of the SA Training
Program. The majority of IP activities should take place in the civilian community so that students
are able to gain an understanding of the US as a whole.

E. Visits to Washington. DC. A major goal of the IP is to enable selected officer
students and, when justified and approved by DSAA, selected senior enlisted students to visit
Washington, DC. A maximum of four days plus travel time is authorized for this part of the tour.
Training schedules, weather, and other variables may preclude achievement of this goal.

F. Entertainment and Social Activities. Entertainment and social events should not --

be a major element of the program. Social activities arranged for international students should
include a proportional number of US military, civilian guests, and trainees whenever possible.

G. Duty Status of Students. Students participating in IP tours are considered to be in a
duty status. The living allowances authorized for IMET students at their training centers (see Table
1001-2) will be continued throughout the tour.

H. Particination of Denendents. Dependents who accompany or join IMS in the US
will be encouraged to participate in IP activities, but at no additional cost to the program.

100005 EXTRAORDINARY EXPENSES. These are budget project N60 expenses
incident to representational activities for IMS under the IMET program. N60 funds may also be
used in connection with IP orientation tours. These funds are limited by FAA Sec 636(g) and
related appropriation acts. They may be used to finance costs of commandant's welcome,
receptions, banquets for civilian and military sponsors, class or seminar dine-ins, faculty-student
luncheons, graduations, and similar activities which bridge cultural differences and enhance the
relationship between school officials, local community supporting participants, and IMS. The
expenditure of N60 funds for other than students sponsored under IMET is not authorized.
However, joint activities with FMS funded IMS are often cost effective. In those cases, IMET
N60, including IMET IP, costs are pro-rated on the basis of the respective numbers of IMET and
FMS students.

100006 CLASSIFIED INFORMATION. Classified information may be released to foreign
nationals only when authorized under the provisions of the NDP and DoDD 5230.11. Access to
COMSEC information by foreign nationals shall be in accordance with policy issuances of the
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National Telecommunications and Information Systems Security Committee (NISSC). Classified
material may not be released to students. See Paragraph 50111 regarding transmission of
classified material to foreign governments.

100007 MINIMUM STUDENT AGE. The minimum acceptable age for students receiving
SA training is 18 years, or 17 years with parental consent.

100008 SELF-INVITED VISITS. Self-invited visit requests should be submitted outside
SA channels, from the host country Washington Attachi to the cognizant IA in accordance with
applicabbe IA regulations.

100009 SECURITY ASSISTANCE NETWORK AUTOMATION PROGRAMS.
The Training Management System (TMS) software program is designed for program management
and control, utilizing the Integrated Standardized Training List as one of its principal data bases.
General policies concerning TMS and related SAN programs are included in Section 1504.
Detailed TMS and related SAN system interface procedures are contained in the SAN Training
User's Handbook, published by DISAM.
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A. Part One - General Information

1. Country Background. [A brief explanation of political, economic, military, and
cultural aspe'.ts of country that effect the SA training relationship with the US. Stated another way:
Why do we have a program with this particular country?]

2. Security Assistance Training Program Objectives.
[- Specific US program objectives.

Host country objectives.
- Significant accomplishments toward meeting objectives.
- Future objectives and program requirements.]

3. Program Planning.

a. Program Development. [This should include a brief description of the
training planning process, highlighting the host country and SAO roles, problems (if any), and
plans for improvement.]

b. Explanation of host country capabilities and third cuntry
provided training. [How do these affect this training program?]

c. Evaluation of prior year program successes or failures. [How do
these affect current program planning? This evaluation should answer the questions: (1) How
effective does the host country employ the skills and training of returning IMET graduates? (2)
How has training under the IMET program enhanced the professionalism and improved the
capabilities of the host country? and (3) flow has the IMET program, particularly the expanded
IMET program, contributed to effective defense resource management, concepts of civilian control
of the military, and respect for internally recognized human rights?]

d. Brief explanation of what is being done to build on successes and

correct failures.

B. Part Two - Program Summary.

1. Statistical Summary Chart. [This is the standard chart already included in
current "Two Year Plans" and '"raining AIASAs." The format is shown below.]

Three Year Training Program Summary Chart
Country Name IMfET ($000)

Current Year Budget Year Planning Year
(1MET $ Level) (IMET $ Level) (IMET $ Level)
Students/ Students/$/ Students/iS

CONUS Training
PME
MGT
POSTGRAD
UPT/FLT

Table 1000-1. Two Year Training Plan (Page 1 of 4)
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TECH
OM
Subtotal CONUS Training:
OCONUS TNG
Other

TNG Teams
Support

Sub Total Other
Total IMET Program:

FMS Training Programs should be broken out by total cases, students, training spaces, and dollars
as shown below:

Country Name FMS ($000)

Current Year Budget Year Planning Year

Total Cases
Total Students
Total Spaces
Total Dollars
Total TeamsMembers]

2. Significant Training.

a. Mid and Senior Level PMS Requirements. [Should show firm mid and
senior level PME requirements for the budget year and estimated requirements for the plan year.
The schools that should be reported are shown below.

Mid and Senior Level PME Requirement

School [Number of Quotas Desired] by [Budget Year] Quotas by [Planning Year] Quotas
- National Defense University
- Army War College
- Navy Command College
- Air War College
- Army Command & Staff College
- Navy Staff College
- Air Command & Staff College
- USMC Command and Staff College
- Armed Forces Staff College
- Sergeants Major Academy

Justification: [Provide a five to six sentence paragraph to help the UCOM develop a priority list
and justification to support your request for PME quotas for the budget year only.]

b. Expanded IMET Requirements for Budget Year and Plan Year.
[Training that should be reported is shown below.) Expanded IMET Requirements - Core
Course/MET

Table 1000-1. Two Year Training Plan (Page 2 of 4)

1000-7 Change No. 6, 10 May 1994



DOD 5105.38-M

CourAse/MET by (Budget Year) Quotas by (Planning Year) Quotas

- Defense Resource Management MET
- Military Justice MET
- International Defense Management
- Senior International Defense Management
- Defense Resource Management
- Military Justice CONUS Course
- Army JAG Basic Course
- Army JAG Graduate Course
- USCG Maritime Law Enforcement MET
- Resource Management- MS Degree Program
- DISAM MET
- Army CGSC - Spanish (Latin American Only)
- Navy Hydrographic Training Program
- Civil-Military Strategy for Internal Development]

c. Other Significant Training. [Any other significant training the SAO
wishes to highlight as critical to implementation of the current year, budget year, or plan year
training program. This section should include planned or anticipated major equipment acquisitions
that will require DoD training.]

C. Part Three - Program Administration. [An update to annually reoccuring
administrative requirements. This will preclude submitting these individually throughout the year.]

1. Budget year holidays for international students (two in addition to US
holidays). [This is same information previously requested by DLIELC on behalf of the
MILDEPs each summer.]

2. IMET TLA factors for the budget year. [IMET cost sharing factors such as
cost of round trip air fare to CONUS; whether or not country will pay any or all of IMET TLA,
etc. This is same information SAOs provide to the MILDEPs in response to a SATFA message
each summer.]

3. Break out of total projected budget year IMET funding allocation.
[Show the percentage and dollar value level, by US MILDEP. Navy data should include USMC
and USCG.]

D. Part Four - English Language Training. [Show a brief explanation of the
country's ELT, to include:

1. Status of language labs, including plans to upgrade those labs and plans to acquire
additional labs. SAOs should provide the current message address, mailing address, SAO phone
number, SAO datafax number, and "ship to" address for language labs/books and publications.

2. Plans to acquire English language software.

3. English language instructor training requirements.

4. Unique or special problems for students that train at DLIELC.

Table 1000-1. Two Year Training Plan (Page 3 of 4)
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5. English language testing and training waivers (your recommendation for the
country's proper English language waiver category; e.g., waived from all testing, waived from in-
country testing, waived from the 55 minimum ECL to train at DLIELC)]

E. Part Five - Positions of Prominence. [Data should be reported annually in the two
year training plan.]

F. Part Six - Army Training. [Show information to elaborate on US Army training
programs. This section would include any OT, MTT, OJT, OBT, or special training requests for
the US Army, to include training associated with major equipment acquisition.]

G. Part Seven - Naval/Maritime Forces Training. [Elaborate on naval or maritime
forces training programs. This section would include any OT, MTT, OJT, OBT, or special
requests for US maritime forces training to include INM or ACS training programs, and training
associated with major equipment acquisition. This part should include sections for the US Navy,
Marine Corps, and Coast Guand]

H. Part Eight - Air Force Training. [Information to elaborate on Air Force training
programs. It would include any OT, MTT, OJT, OBT, QUAL, FTD or special training requests
for the Air Force, to include training associated with major equipment acquisition.]

I. Part Nine - IMET Policy Waivers. [For IMET funded training that requires
specific approval in accordance with this chapter or separate UCOM guidance.]

Table 1000-1. Two Year Training Plan (Page 4 of 4)
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SECTION 1001 - INTERNATIONAL MILITARY EDUCATION AND TRAININGG

100101 IMET AREAS OF EMPHASIS. To the fullest extent possible, the principal
emphasis in international training, particularly IMET-funded training, will be on:

A. Training that demonstrates the proper role of the military in a civilian-led democratic
government.

B. Training that promotes effective military justice systems and emphasizes an
understanding of internationally recognized human rights.

C. Training that promotes effective defense resources management

D. Training of individuals likely to hold key positions in government.

E. Training that promotes military professionalism.

100102 OBJECTIVES. Within the above areas of emphasis the objectives of providing
IMET-funded training are:

A. Develop rapport, understanding, and communication links.

B. Develop host country training self-sufficiency.

C. Develop host country ability to manage its defense establishment.

D. Develop skills to operate and maintain US-origin equipment.

100103 EXPANDED IMET OBJECTIVES. The Expanded IMET Program is a part of the
overall IMET Program, but is different from the traditional IMET Program which emphasizes
military-to-military ties. Expanded IMET trains military and civilian officials, including civilian
personnel from non-defense ministries and personnel from the country's legislative branch who are
involved in military matters, in managing and administering military establishments and budgets, in
promoting civilian control of the military, and in creating and maintaining effective military justice
systems and military codes of conduct, in accordance with internationally recognized human rights.
Expanded IMET objectives are:

A. Contribute to responsible defense resource management.

B. Foster greater respect for and understanding of democracy and civilian rule of law,
including the principle of civilian control of the military.

C. Improve military justice system and promote an awareness and understanding of
internationally recognized human rights.

100104 GENERAL CONSTRAINTS TO IMET FUNDING. In order to maximize the
use of IMET funds and ensure the greatest benefit to the program, the general categories of training
listed below are constrained from IMET funding and are normally not candidates for policy
waivers:

A. Training not related to accomplishment of the objectives listed in paragraphs 100102 or
100103.
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B. Training of non-career military personnel.

C. Training in skills normally available in-country, exclusive of PME.

D. Training already provided in a quantity which, taking into account reasonable attrition, is
sufficient to meet requrements of the requesting country.

E. Training where it appears unlikely that the skills produced will be properly utilized by the

requesting country.

F. Repetitive training in the same courses.

G. Initial training in support of FMS-purchased equipment

H. Training at US civilian schools.

I. ELT not in support of the in-country ELT program or in support of specific US training.

100105 SPECIFIC POLICY CONSTRAINTS REOUIRING - WAIVER
A•ePROVL. The categories of training listed below do not normally maximize the use of NMET
funds. However, policy waiver requests may be submitted in those limited instances where the
circumstances, supporting justification, and rationale clearly support an exception to policy that
helps achieve SAO and host country objectives as stated in the two-year training plan, and where
such a waiver will not disrupt the overall program balance and will not interfere with attainment of
IMET objectives in the requesting country. Expanded IMET training that is clearly identified as
such will not normally require a policy waiver. Programming of the following categories of
training require prior policy waiver approval from the UCOM and DSAA-Plans:

A. MTTs. Training which requires US personnel to travel to another country to conduct
the training must be approved by the UCOM and DSAA-Plans prior to programing the training or
making any offer or commitment to the foreign government involved. MIT requests under IMET
should clearly demonstrate that the requested MTT is the best training option and that IMET is the
only funding option. See paragraph 100305 for specific criteria regarding M'rrs. This includes
USN refresher training conducted outside the US and its territorial waters. Expanded IMET
funded Mobile Education Teams, including US Coast Guard Maritime Law Enforcement Teams,
do not require a policy waiver.

B. Postgraduate or Degree Producing Training. Postgraduate training at US Naval
Postgraduate School, US Air Force Institute of Technology and the US Army Florida Institute of
Technology are included under this provision. Postgraduate training at civilian institutions will not
be funded under IMET. Waivers are required for all postgraduate training except for training under
the Expanded IMET program. Policy waiver requests will include the following information: (1)
rationale for providing the training under IMET and not FMS, (2) benefits to the country and the
US, (3) the intended utilization of the student after completion of the training, (4) the number of
IMET graduates or students that have been enrolled in the same curriculum or field during the
previous five years, and (5) why it is considered necessary to train additional personnel. Doctoral
(PhD) degree level training is not eligible for IMET funding.

C. Orientation Tours. OTs will normally be limited to new country programs unless
extraordinary circumstances exist. When requesting UCOM and DSAA approval for orientation
tours or visits to US military installations and activities, approval of the SAO Chief must be cited.
Certification of the importance of the tour to the country's training effort with supporting rationale,
to include proposed itinerary and areas of interest, must also be provided. See Paragraph 100307.
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D. Minimum Duration of Student Training in US. Prior DSAA and UCOM
approval is required to program students for training in the US for less than eight weeks total
duration if all or part of the overseas travel is paid by IMET. If host country elects to fund round-
trip transoceanic travel, no approval is required to program such training. Mandatory CONUS
personnel processing or ELT will not be considered as part of the eight-week requirement. This
limitation does not apply to OTs or flag rank related courses conducted by the Defense Resources
Management Institute, those courses conducted by the US Army School of the Americas (SOA)
and IAAFA, Air Force physiological and physiological refresher training, and DISAM training.

E. High-Cost Training. IMET funds should not normally be used for high-cost
training, which is defined as any training or any single course of training with a tuition cost of
$30,000 or higher. However, selected high-cost training will be considered on a case-by-case
basis by DSAA and the UCOM. Training previously priced at less than the $30,000 high-cost
threshold which subsequently exceeds the threshold due to a price increase of not more than ten
percent does not require a waiver to the high-cost restriction.

F. Training Provided by Contractors. IMET funds are primarily intended to provide
DoD training. Training by US contractors will be considered only when the required training is
not available within DoD resources.

100106 POLICY AND LEGAL CONSTRAINTS THAT CANNOT BE WAIVED.
The following are expressly prohibited from IMET funding:

A. Training of Police Forces. FAA Sec 660 does not permit training of police forces.
"Police" as used in this prohibition includes military as well as civilian police if the military police
perform civilian law enforcement functions. Neither the name given to a unit by the foreign
government nor the ministerial authority under which it operates is sufficient in and of itself to
determine whether a particular force is a "police unit". The determining factor is the nature of the
function performed by that unit. Military police training of non-police personnel is permitted and

'•-' requires a certification that the individual will not be involved in any civilian law enforcement
activities for a period of two years. See Paragraph 100107.

B. Training Non-Defense Personnel, Personnel who are not members of the
requesting country' s defense establishment or armed forces are not eligible to be trained using
traditional IMET funding. This prohibition does not apply to Expanded IMET training of civilian
personnel from non- defense ministries or personnel from the country's legislature branch.

C. Foreign Language Training.

D. Purchase of Training Aids Other than Engflish Language Equipment or

E. Corresnondence Courses.

F. Doctoral/PhD level Training.

G. Training to Sunnort National Intellfigence Programs. The scope of military
intelligence training normally available to international students is limited to that which is directly
related to combat or operational intelligence. Tactical intelligence training provided under SA
programs will not be extended to include training in support of national intelligence programs of
foreign countries. All requests for intelligence training provided by the IAs will be reviewed
carefully by the IA to ensure compliance with this paragraph. Other potentially sensitive training
requests should be addressed to DSAA for appropriate guidance, processing, or decision.
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100107 REOUIRED MILITARY POLICE TRAINING CERTIFICATION. When
military police training is provided to non-"police" personnel, a certification is required from the
country that the student to attend military police training will not be involved with or assigned to a
unit performing any civilian law enforcement functions for a period of at least two years. SAOs
may forward programing requests for military police training to the IA and must retain a copy of a
signed certification prior to sending the student to training. Certifications must: (1) if in a language
other than English, be accompanied by an English translation; (2) include student name and rank,
course title, MASL identification number, host country service, and WCN; (3) be signed by
appropriate host country official; and (4) be maintained on file by the SAO for a minimum of three
years. The following is a sample certification statement:

The Government of (country) certifies that__ (student rank and name), who is
scheduled to attend -(course titleIMASL ID) under WCN -(number), is a
member of -(host country service) and will not be involved with or assigned to a
unit performing in any civilian law enforcement functions for a period of at least
two years following completion of training listed above.

100108 SUBMITTING REOUESTS FOR IMET WAIVERS.

A. Submitting Requests. SAOs will submit requests for waivers to the above
constraints at the UCOM Training Program Management Review (TPMR). Requests will include
complete justification for the training and a written statement of SAO Chief concurrence. Those
requests that of necessity must be submitted outside the TPMR will be addressed by the SAO to the
UCOM with information copy to DSAA-Plans and appropriate IA. After appropriate coordination
between DSAA and the UCOM, and depending on the particular circumstances of the request,
DSAA or the UCOM will respond to the SAO request with information copy to appropriate IA.

B. Emg•rmngn IAs should program training lines requiring waiver using the appropriate
waiver code in card column 58. Upon receipt of UCOM and DSAA approval, IAs will enter an
"A",in card column 57. The waiver code in card column 58 will be a permanent entry and '-

maintained for historical purposes.

C. Waiver Request Format, When submitting requests for waivers, the format in Table

1001-1 will be used.

100109 SELECTION. UTILIZATION. AND MONITORING OF TRAINEES"

A. Selei•n. To the extent practicable, personnel trained under the auspices of the IMET
program, and particularly those attending CONUS schools, will be selected from career personnel
likely in the future to occupy key positions in the foreign country's defense establishment. Except
as may be authorized specifically by DSAA, the requirement for selection of career personnel is
mandatory for attendance at professional level schools; e.g., command and staff or equivalent and
higher, and college level.

B. UfloizafioL Under the direction and supervision of Commanders of UCOMs, SAOs
are responsible for obtaining appropriate assurances that personnel trained under the auspices of
this program are properly and effectively utilized. Such utilization is defined as prompt
employment of the individual in the skill for which trained for a period of time sufficient to warrant
the expense to the US. As a guide, optimum assignment periods are considered to be three years
for flight instruction and highly technical training such as missile training, and not less than two
years for other training, particularly instructor training.
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- -. C. Monojirin To the extent consistent with available resources, SAOs are expected to
monitor utilization of US trained personnel, with emphasis on the more critical and higher level
skills. Periodic reports by appropriate foreign authorities normally will satisfy this requirement

100110 ALLOCATIONS AND REALLOCATIONS.

A. Mid-Year Review of IMET Allocation Levels. UCOMs will provide comments
and recomAendations concerning the status of individual country IMET allocation levels to DSAA
at the annual TPMR. UCOMs will identify (1) countries that will not be able to utilize all of their
currently allocated IMET levels and recommend revised country allocation levels; (2) programs that
have valid training requirements above current allocated IMET levels and recommend
corresponding increases to country allocation levels; and (3) programs that will require no change
in allocation levels. Recommendations for increases will be prioritized within each UCOM and
will include a descriptive narrative to identify the type of training and number of students
associated with the dollars requested. Specific WCN numbers should be identified. UCOMs will
ensure that SAOs submit appropriate program additions or other changes reflecting priority code D
and quarter availability no earlier than the fourth quarter for those countries that are reommended
for increases. SAOs will use the TPMR to validate requirements for additional funds with lAs
before presentation to UCOMs.

B. End-of-Year Review of IMET Allocation Levels. DSAA will refer to unfulfilled
mid-year requirements as recommended by the UCOMs at the TPMRs in formulating a DoD
position for End-of-Year reallocation.

100111 TRANSPORTATION FOR IMET TRAINEES. It is DoD policy to
encourage foreign countries to assume the cost of transportation and living allowances for their
students to the maximum extent possible so that IMET funds are utilized to permit higher numbers
of students to be enrolled in training.

A. Travel within Student's Country. The program will not pay travel costs of
students traveling within their own country. Destination for return travel will be the same as the
debarkation point on the ITO unless deviation is specifically authorized by the SAO and indicated
on the ITO.

B. Use of Foreign Flag Carriers. Whenever possible, SAOs assigned to countries
which have national flag carriers with routes to or part way to the US will obtain agreement from
the host countries to transport their respective students on such carriers at no cost to the US.

C. Modes of Transnortation When Furnished by the US. Travel between home
country and the training center for those IMS provided transportation by the USG will be the most
direct route, except as specified below.

1. Travel to or from CONUS by US Military Aircraft. IMS are authorized to
travel by US military aircraft. Transportation of IMS including those whose country elects to pay
the cost of the transportation will be at common user rates.

2. Travel to or from CONUS by US Commercial Air or Surface. Travel to
or from the US will be via USG transportation to the fullest extent feasible. When the use of USG
transportation for the entire trip does not permit the student to meet course or class convening
dates, combinations of US commercial air or surface common carrier (tourist class) and
government transport will be used. Where this combination has been used, USG transportation
for the return travel to the home country will be utilized to the fullest extent possible. If a US flag
carrier is not available, the JFTR requires a certificate of non-availability.
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3. Travel within CONUS. Transportation to and from training installations within
the US generally will be by surface common carrier or commercial aircraft Travel by privately
owned vehicle may be authorized except in those instances in which it would be prejudicial to the
best interests of the USG.

D. Funded Travel, Transportation may be funded except for those students from
countries with which the US has reached agreement for such countries to pay transportation
expenses.

E. Transnortation for Dependents of Trainees. Transportation for dependents of
IMS will not be provided at USG expense. If the student elects to bring dependents to the US (or
to an overseas training installation) for those courses identified in Table 1001-2, Note 4, the
student may be reimbursed for the cost of ts i as prescribed in the ITO so that the student
may travel with the student dependents. When this option is selected, the student is required to
utilize US flag carriers if available. In these instances, the student will be reimbursed for travel
costs as follows:

1. The US military airlift tariff rate if US military airlift transportation would have been

the mode utilized through USG arrangements, or the actual cost of travel, whichever is lower.

2. Category Z rate or the actual cost of travel, whichever is lower.

F. Transnortation for Emergency Leave. Round trip transportation costs for a
student returning to home country on emergency leave will be paid by the student or the student's
government if the student is to return to the US for continuation of training.

G. Deviations From Planned Travel Routes. When a student is permitted by his
government to deviate from the most direct route for the purpose of visiting other countries, US
sponsorship will terminate at the point and time of such deviation. Further, should a student elect
to remain at a point enroute to home country beyond the time normally required to make travel
connections, funding of allowances during that excess time is not authorized. Students who do not
adhere to scheduled return flights will not be the responsibility of the USG. The student is
responsible for any additional financial charges incurred due to change in travel route.

H. Enroute Accommodations. Accommodations on US installations provided to
foreign students enroute will be commensurate with those provided US personnel of equivalent
grade.

I. Travel of Non-Resident SAO. SAOs responsible for managing an IMET program
for a country in which it is not resident may program IMS transportation to or from that SAO for
briefing or debriefing of IMET IMS, so long as there is no US representation in the country of the
IMET student that could provide the service and when requested by the Ambassador. This does
not apply for cost sharing countries.

100112 LIVING ALLOWANCES FOR IMS. The IMET living allowance is a standard
rate, equally applicable to all countries, and is intended to cover an average cost differential of the
student living away from his home station. It is not a substitute for normal compensation.
Responsibility for timely payment of sufficient overall compensation to allow for decent living
standards and effective completion of training rests with the student's country. It is DoD policy to
encourage foreign countries to assume the cost of all living allowances so that IMET funds are
utilized to permit higher numbers of students to be enrolled in training.

A. Entitlements for IMS in Travel Status. When IMET pays travel and living
allowance, students are entitled to living allowances during travel status, to include the day of
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departure from home country, through the day of arrival at their first training location. Living
allowance in training status will commence the day after arrival at the training location. Living
allowance in a travel status will resume the day of departure for home country, excluding any leave
period authorized by student's government following termination of training or any unauthorized
delay enroute. Students are not authorized travel allowance for any portion of travel paid by their
government. Living allowances will be computed incrementally in accordance with the JTR on the
day of departure from home country and the day of arrival in home country.

B. Transoceanic Costs Borne by Foreign Country. IMS whose travel to the US is
paid by their own government are entitled to living allowances in a travel status to include the day
of departure from the US entry port enroute to the training location, through the day of arrival at
the training location. Living allowance in a travel status will resume the day of departure from the
last training location and include the day of arrival at the US departure point. This policy also
applies to IMS whose country pays a portion of the transoceanic travel costs; e.g., from homeland
to London and return.

C. Entitlements for IMS in Training Status. A living allowance will be programed
(see Table 1001-2) for all students in a training status, unless otherwise directed or if the student is
from a country with a per capita GNP greater than $2,349 in the 1988 World Bank Report. For
programing purposes, a standard factor will be used for officers and for enlisted personnel based
on the assumption that quarters are available but mess is not available for officers; quarters and
mess are available for enlisted personnel. For enlisted personnel, the full entitlement is not paid
directly to the student. Enlisted personnel are paid a reduced stipend per week for the purchase of
personal items of health and comfort, with the remainder programed for reimbursement to the
appropriate IA for laundry, maid fees, and subsistence. Where it is known in advance that quarters
or mess are not available, the appropriate factors in Table 1001-2 will be used for programing.
Where it is determined that dependents are authorized to accompany students; i.e., those attending
selected courses designated by the IAs as indicated in Note 4 of Table 1001-2, the "with-
dependents" rate will be used.

D. Non-Authorized Living Allowances. Living allowances are not authorized for:

1. Periods of unauthorized absence from duty.

2. Excess travel time not authorized by the administrative authority of the IA concerned
when proceeding by other than USG transportation.

3. Periods of delay not in connection with training (except hospitalization or outpatient

care).

4. Students whose country assumes the payment of all living costs.

5. Periods of training conducted in the home country of the student, except for
Panamanian IMET students attending the SCIAThS and for IMS attending MET seminars in their
own country when approved by DSAA.

6. Periods of leave for individuals on OTs.

7. Periods of leave authorized by student's government following termination of
training courses.

E. Leave with Living Allowances. IMET students who receive living allowances
while in training status may be granted leave with living allowances within CONUS during
authorized holidays, during periods between consecutive courses, and during periods of delay
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while awaiting transportation at the point of departure for their home country. The SAO and the
MILDEPs are jointly responsible for reviewing scheduled sequences of training for individual IMS
to determine whether additional training courses or OJT/OBT could be programed to fill gaps
between courses prior to preparation of the ITO for all IMS.

F. Advance Payment of Living Allowances. Advance payment of living allowances
not to exceed $100 may be made to students prior to departure from home country, at the point of
entry or the first training location for students in the US and at the first training activity for
overseas students. When the advance is made in-country, the SAO will indicate the amount of the
allowance paid in Item 13 of the TO. IAs may authorize advance payment of allowances which
may accrue during the remaining authorized periods following the termination of training.

G. Settlement of Claimn Vouchers for settlement of outstanding entitlements for IMET
students will be submitted via the SAO to the nearest US paying agent for payment to the students
in local currency at the authorized exchange rate no later than 15 calendar days after return to
country. If it is determined that an IMET student who has departed the CONUS or overseas
training activity was overpaid in CONUS or at the overseas activity by an amount in excess of any
amount otherwise owed to the student upon submission of the final travel voucher by the SAO in
country, no attempt will be made to collect the overpayment from the trainee. The IA concerned
will determine whether a funding adjustment via an IMET Order is necessary for the WCN series
concerned.

100113 IMS BAGGAGE AND SCIATT GUEST INSTRUCTOR ALLOWANCES.

A. IMS Authorized Baggge. Allowances outlined below are totals, with excess
baggage being the difference between that permitted by the transportation carrier and the total
allowance. These allowances apply for the portion of the travel costs payable from US funds.
Baggage sizes and dimensions are to conform to carrier stipulations.

1. Two pieces of checked baggage, not to exceed 70 pounds each, are authorized for
IMS training of less than 22 weeks duration.

2. Three pieces of checked baggage, not to exceed 70 pounds each, are authorized
when training is at least 22 weeks but less than 40 weeks duration. One piece of excess baggage is
authorized.

3. Four pieces of checked baggage, not to exceed 70 pounds each, are authorized for
IMS when training is 40 weeks duration or longer. Two pieces of excess baggage are authorized.

4. In addition to the allowances in 1 through 3 above, one additional piece of luggage is
allowed for students, with authorized accompanying dependents, attending the PME and
postgraduate programs listed in Table 1001-2, Note (4), and for students attending flight training.

5. Where US and foreign flag carriers differ in free baggage allowance, or baggage is
authorized beyond 140 pounds, transportation officers will issue Government Excess Baggage
Authorization Ticket (GEBAT) or equivalent to cover the difference up to the free allowable
amount of the US flag carrier(s) and also any authorized excess baggage allowance.

B. IMS Unauthorized Baggae. Shipment of baggage in excess of the weight
allowance contained in subparagraph A. above is not authorized. Disposition of unauthorized
baggage will be made at the expense of the student or the student's government. Commanding
officers of the training or administrative installation should ensure that unauthorized baggage is
shipped at the student's expense prior to his departure from the installation. Students reporting to
ports of departure with unauthorized baggage will be requested to forward the unauthorized
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baggage by commercial means at their expense. If lack of time prohibits this, unauthorized
baggage will be taken into custody by the traffic representative, and the student will be given a
receipt for the baggage. The student will remain on the scheduled flight or carrier. After departure
of the carrier, the traffic representative will deliver the unauthorized baggage to the nearest
appropriate foreign consulate.

C. Guest Instruetors at SCIATTS. Costs incidental to the use of international guest
instructors at SCIATTS are to be included in the fixed operating budget and not included in course
tuition costs. These costs include travel of guest instructors and their authorized dependents, and
shipment of household goods and living allowance in accordance with Table 1001-2. Shipment of
household goods from the Panama Canal area to home country is authorized for Latin American
guest instructors who have completed a tour of duty at SCIATrS. The net weight allowance is
2000 pounds for married guest instructors and 200 pounds for single guest instructors. In addition
to net weights listed above, weight allowances are authorized for crating and packing materials on
the same basis as for US military personnel and in accordance with the JTR. Shipment of
household goods in excess of authorized net weight will be at the expense of the guest instructor or
his government. Shipment will be by surface common carrier. Air freight may be used only when
surface common carrier is not available.

100114 MEDICAL COSTS. A factor of $35 per student training line (exclusive of
orientation) is authorized for programing purposes under generic code NZE (MASL HN
365003/365004) for medical treatment in USG facilities for IMET students. Charges for medical
care do not apply if the IMS is covered under a reciprocal health care agreement between the US
and the IMS's country. Health care agreements exist as follows:

Canada 5-3-93 5-3-96 No No No N/A
Colombia 4-9-92 4-9-95 Yes No Yes Yes
Ecuador 1-25-92 1-25-95 Yes No No No
El Salvador 2-7-92 2-7-95 Yes No Yes Yes
Germany 7-8-92 7-8-97 Yes Yes Yes Yes
Tunisia 10-13-93 10-13-96 Yes No Yes Yes
Uruguay 8- 2-94 8- 2-97 Yes No Yes Yes

When such an agreement exists, check item 16b(3) in the ITO and add the following statement in
item 13: "Medical care is provided under [reference the agreement, date, etc]. Reimbursement for
services provided is not required." Note that agreements may not cover certain categories (such as
civilian IMS or IMS dependents) and are normally applicable only for medical care in DoD
facilities; therefore, if a training installation does not have a DoD medical facility, the terms of the
agreement do not apply and the program should be charged accordingly. Funds for burial expense
or other student support costs will be programed under generic code N7F on a case-by-case basis
only after DSAA approval.

100115 ASSIGNMENT OF BUD.ET YEAR PRIORITY CODES. SAOs will assign
priority code A for their Budget Year program using the Budget Year level at the annual TPMRs.
In addition, SAOs should assign priority code D to other valid training requirements in excess of
the budget level and to take place not earlier than the fourth quarter. Valid training priority coded D
is defined as training in keeping with IMIET policies and objectives, that lAs can accommodate, for
which the host country can provide qualified candidates and which has a dollar value that the SAO
can reasonably expect to receive in mid-year or end-of-year if funds are available. In most cases,
this should not exceed approximately ten percent of the budget level. SAOs should code all
training lines in a WCN series to reflect the code of the program line with the highest priority
within that series.
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100116 TRAINII - ANALYSIS CODES. These codes enable the training community to
match country requirements with policy considerations, particularly in the preparation of two-year
training plans and training AIASAs. A complete listing of all Training Analysis Codes is at Table
1001-3. The nine primary analysis code categories are:

PME Officer Professional Military Education
MGT Officer Management
PGS Officer Postgraduate or Degree Related Training
UPT/FLT Undergraduate Pilot and Other Flight Training
TECH Technical, Operations, Maintenance, Medical, anid Enlisted Training
oF Orientation Tours
OCONUS OCONUS Student Training
TEAMS Mobile Training Teams and Field Training Services
SUPPORT English Language Equipment, Materials, PCH&T, Medical Lines,

and other Training Support

100117 STANDARDIZED WCNS. SAOs and IAs will assign standardized WCNs for

IMET training lines in accordance with Table 1001-4.

100118 FIFTH OUARTER TRAINING.

A. Fund Availability. Funds are made available for training under "Fiscal Limitation"
.001, which identifies funds requiring obligation within the fiscal year for which appropriated. As
a means of increasing course scheduling flexibility for IMET, waining commencing between
1 October and 31 December may be programed in either the preceding or current fiscal year
program, thus providing a "fifth quarter" in which to implement training in a given fiscal year.
Training having fifth quarter availability will be programed with a "5" in column 70. All training
will be priced at prices of the fiscal year in which training convenes.

B. Obligation of Funds. When fifth quarter training is programmed in the preceding
year, funds must be obligated by 30 September of that year. Training in courses commencing
between 1 January and 30 September must be included in the program of the fiscal year in which it
commences. Particular problems should be referred to DSAA-Plans for resolution.

C. Rejsictions, Fifth quarter programing applies to IMET training courses only, and
may not be used for orientation training, MT7s, or other training materials or services.

100119 IMPLEMENTATION. Program implementation and the movement of students to
training facilities and activities is authorized only after program directives are issued by DSAA to
the IAs. Such directives are required prior to the issuance of ITOs or the obligation of funds for
programed training.

100120 FUNDING AND FINANCIAL CONSIDERATIONS.

A. IMET Programing Instructions.

1. Formal Training. US (Generic Codes (NIA-N1I.l Formal training is
programed under generic codes N1A-N1J, see Table D-7. Two elements of cost are involved in
determining the Total Cost for students who will train at US facilities. These cost elements are the
IMET Unit Price and TLA. Each of the elements is computed on a per student space basis. The
Total Cost is obtained by multiplying the sum of the IMET "Unit Price and the TLA by the Quantity
(number of personnel spaces); i.e., (IMET Unit Price + TLA) x Quantity = Total Cost.
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a. IMET Unit Price. The course cost, where listed in the IMET MASL, will be
entered as the IMET Unit Price. Where the MASL indicates "N/C" (no charge), no charge is made
for the training. Where the MASL indicates "EST" (Estimate), a unit price estimate is to be made
by the program originator. A number of variables normally are related to unit price determination,
such as the number of personnel spaces or the length of the OJT. The basis for estimating the Unit
Price will be provided in supplementary guidance furnished by the IA.

b. IMET Travel and Living Allowance. The unit (per student space) TLA
cost is comprised of transportation, excess baggage allowance, travel allowances while in a travel
status, and living allowance while in a training status.

(1) Where the first training destination in the US is known at the time of
programing or can be provided by the IA at or prior to the annual training workshop, travel costswill be calculated in accordance with paragraphs b.(l) and (2), below; otherwise, a compositetravel cost factor provided by IAs in their supplementary guidance may be used.

(2) Travel includes the cost of transportation to and from the US, within the
US, and baggage and living allowances during travel unless the country declines the IMET living
allowance, in which case no living allowance is authorized. Transportation by military or
commercial aircraft (when authorized), ship, bus, rail, or other conveyance will be paid when the
US provides the transportation, as indicated in Paragraph 100111. The following specific
guidance is provided for calculating travel costs to, from, and within the US. To the maximum
extent possible, US flag carriers should be used.

(a) Round trip travel between the embarkation point in the recipient
country and the gateway terminal (POD) in the US will be programed for all students, unless
otherwise directed.

(b) Round trip travel between the gateway terminus and the city nearest
the training facility at which the initial training is to be conducted will be programed for all
students, unless otherwise directed. When the first destination is not known, an estimated cost
will be added to cover the round trip travel, baggage, and living allowance while in a travel status.
In all cases, students are required to travel over the most direct and least cost route.

(3) A living allowance will be programed for all students in a training status,
unless otherwise directed, as indicated in Paragraph 100112.

c. Orientation Tours. The TLA should be computed as the composite cost of
living allowances, transportation based on itinerary, and up to 100 pounds of excess baggage. An
escort officer may be programed for orientation tours; IAs will determine costs of escort officers
and program as unit cost. A factor of $100 per person week will be used to cover TLA in the
overseas area where any CONUS tour is being conducted; the $100. will be added to the cost of
'the round trip travel. These procedures do not apply to OBT, which will be costed as described
above.

2. Formal Training Overseas (O/S) (Generic Codes NIN - NIWI. The
same two cost elements described in paragraph I (IMET unit price and TLA), are involved in
determining the total cost entry for students who will train at overseas facilities. The course cost
shown in the IMET MASL will be entered as the Unit Price. TLA factors for overseas training
also differ from US training and are described below, by Command.

a. US Euronean and Pacific Commands. Travel costs for courses
subsequent to the original course will not be included; however, $50 per trainee will be added to
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travel (including living allowance during travel) for courses which follow the initial course and are
conducted at a different location. If training is conducted at a location other than within the home
country, the programing factor for living allowance while in training status will be computed at the
applicable JTR rates. In some cases, students have a waiting period before entering a follow-on
course. The living allowance is authorized for the waiting period, and will be included in the THA
for the follow-on course. In scheduling training, every effort should be made to shorten the period
between courses.

b. US Southern Command. The programing factor for living allowances for
students while in training status SCIATfS will be computed at the rate of $17 per day for officers
and $16 per day for enlisted personnel. Not all is paid to each student (see Table 1001-2).
Panamanian students attending SCIATIS or other training conducted in the Republic of Panama
will be paid living allowances for periods of training only if they reside in quarters provided by the
USG. Living allowances will be paid in the same manner for OJT or OBT.

B. Other Training Support. Budget project N70 provides funds for US military guest
officers, supplies and materials used exclusively for IMET (excluding training aids), and student
support costs.

1. Costs of Facilities Used for Both IMET and FMS Training. Costs
related to constructing, extending, refurbishing, or maintaining US training facilities used for
IMET and FMS training will be shared between the IMET and FMS customer countries on a pro
rata basis. Such costs should be financed initially by the IA and the course costs charged for
training at these facilities will be adjusted to provide reimbursement to the IA appropriation at a
reasonable rate so as not to impact adversely upon IMS attendance at the training installation.

2. Supnlies and Training Materials (Generic NMC. Costs of training
materials (excluding training aids) may be financed when authorized by DSAA. When
requirements in these areas exist, supporting documentation will be provided through the
appropriate UCOM to DSAA for approval prior to programing. When third country training
requirements exist for supplies and training materials (N7C) and services (NME), the SAO will
submit to DSAA a request for offshore procurement certification in accordance with DODD
2125.1, with information copies to the IA and UCOM.

C. Cross Training. Sequence. or Prerequisite Training. Cross training, sequence
training, or prerequisite taining is training following an initial course of instruction or preceding a
course of instruction (prerequisite), without the student returning to home country between
courses. If cross training is programed, the letter "A" will be entered as the WCN suffix for the
initial course, the letter "B" will be entered for the second course, the letter "C" for the third
course, and so on in alphabetic sequence. When English language is programed as a prerequisite
course, the WCN suffix will be the letter "L", and the courses following will have WCN suffixes
A, B, C, etc. Each course will be costed separately. The initial training course will be charged
with the round trip transoceanic travel costs and the round trip CONUS costs from US port of
entry to the first training location and from the last training location to US port of exit. For
sequential training conducted at another location, the best estimate of transportation costs will be
programed. The living allowance while in a training status will be costed separately for each
course in accordance with this section.

D. Initial Funding of Current Year Training Program. As soon as the
apportionment of IMET Program funds is received from OMB and passed from DSAA to the IAs,
IAs will fund priority code A training lines within the apportioned allocation level. SAOs should
ensure that priority codes are appropriately adjusted so that the total of all priority A training lines
equals the allocation level. Adjustment of prioritization will be required ff the apportionment level
is different than the budget request level.
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E. Additions or Increases to Current Year Program. If subsequent changes will
cause the funded program to exceed the country allocation level, the SAO should simultaneously
(1) submit deletions of funded lines sufficient to offset requested funding and/or (2) forward
programing to lower the priority codes of selected funded lines to D. In the latter case, DSAA will
withdraw funding of those lines and they will remain in program in an unfunded status.

F. Cancellation or Termination - Penalty Charge. In the event cancellation or
rescheduling is requested less than 60 days prior to the scheduled start date, the country's IMET
program or FMS case will be charged 50% (100% of contract training cost) of the tuition rate. The
country will also be charged a proportionate share of the tuition rate for trainees not completing a
course of instruction. IAs will assess late cancellation charges for all DLIELC training lines that
are canceled within the 60-day period. All other penalty charges will be determined by IAs and
requests for waivers to these penalty charges should be addressed to the IA. The funding status of
a training line has no bearing on whether the cancellation charge applies. The cancellation penalty
will not be applied when the cancellation (a) is due to decisions by the US, such as deletion or
rescheduling of classes; (b) is due to unavoidable circumstances within country, such as national
disaster;, or (c) quota is used by the US or another country. These charges are to be programed for
applicable courses, and will be earmarked by an "S" in column 65 to indicate that a penalty fee was
charged for the training line.

G. Imoact of FAA Sec 620(g) and Brooke Amendment on IMET Funds.

1. FAA Sec 620(og) No assistance shall be furnished under this Act to any country
which is in default, during a period in excess of six calendar months, in payment to the US of
principal or interest on any loan made to such country under this Act, unless such country meets its
obligations under the loan or unless the President determines that assistance to such country is in
the national interest and notifies the Speaker of the House of Representatives and the Committee on
Foreign Relations of the Senate of such determination.

2. Brooke Amendment (Foreign Assistance and Related Programs
Annrooriations Act or Continuing Resolution). No part of any appropriation in this Act
shall be used to furnish assistance to any country which is in default during a period in excess of
one calendar year in payment to the US of principal or interest on any loan made to such country
by the US pursuant to a program for which funds are appropriated under this Act.

3. Sancionn. Sec 620(q) sanctions are triggered by arrearages of more than six
calendar months on ESF or other AID-financed loans when DoS advises DSAA that no waiver of
sanctions is being considered. Utilization of FMS credit funds are not impacted by Sec 620(q).
Sanctions under the Brooke Amendment are triggered by arrearages of more than one calendar year
on FMS credit (direct or guaranteed) funds or AID-financed loans. The impacts on utilization of
IMET funds under both Sec 620(q) and the Brooke Amendment sanctions are identical:

a. New IMET students may not travel for initiation of training. IMET students
outside their countries of origin whose course of study or training program began before the
effective date of the sanctions may complete such courses, including already funded sequential
courses; however, no additional sequential courses may be added on or after the effective date of
the sanctions. IMET students outside their countries of origin whose course of study or training
program did not begin before the effective date of the sanctions should normally be returned to
their home country as soon as possible. For the purposes of the Brooke Amendment, an IMET-
funded course is deemed to begin on the report date specified in the Standardized Training Listing
(STL). If sanctions are lifted, these students will be considered for late admittance or admittance to
the next available course of study or training program.

1001-13 Change No. 6, 10 May 1994



100120.G.3.b. DOD 5105.38-M

b. IMET funded MITs and LTDs may not be dispatched or extended beyond their /-
scheduled termination date.

c. IMET funded training aids may not be issued from supply nor placed on
contract by the supplying agency.
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SUBJECT: REQUEST FOR WAIVER FOR IMET TRAINING

TO: [Unified Command]
[DSAA Pbans/GPM]

In accordance with Chapter 10, DoD S105.38-M, request approval for the use of
IMET funds for the following training.

COUNTRY: PROGRAM:

TYPE OF WAIVER: [State the specific waiver being requested; such as, Mobile Training
Team, High Cost Flight Training, or Post Graduate School.]

REQUESTED TRAINING: [Provide a precise description of the training; such as, a mobile
training team to instruct on requisition preparation and receipt, storage, and issue of supplies; two
weeks duration; one enlisted member, grade E-7 or E-8.]

Title of Course: MASL ID:
Quantity: Program Year: Unit Cost:
Duration: _ _WCN: TLA:
Avail Qtr: Priority Code: Total Cost:

JUSTIFICATION: [Include a detailed justification, to show why NET funds must be used.
Justification should answer the following questions -]

1. Requirements [Why is training needed? What capability will it develop? What
is the urgency in providing this training?]

2. Objective [What IMET objective(s) will this training achieve (see two year
training plan)? What alternatives to this training have been examined to include cost and
availability?]

3. Capability [Does this training capability exist in country? If not, what steps are
being taken to develop this capability?]

4. Quantity [Total number of personnel requiring training in this field? How many
have been trained? Considering attrition factor, how long will it take to meet host country
objectives?]

S. Impact [What is the impact if training is not approved?]

6. Funding Rationale [Rationale for IMET funding? Why should FMS funds not
be used? Why should any allocated FMF funds not be used?]

7. Political/Military [What political or military significance, if any, is attached to
this training?]

8. Benefits to US [What benefits, tangible or intangible, will accrue to the United
States by providing this training?]

Table 1001-1. IMET Waiver Request Format (1 of 2)
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9. Post Graduate Level [If this is post graduate level education (Navy Post -
Graduate School or Air Force Institute of Technology, how many students have attended this same
curriculum in the past five years?]

SAO CHIEFS APPROVAL: DATE:

UCOM APPROVAL: DATE:

DSAA APPROVAL: DATE:

Table 1001-1. IMET Waiver Request Format (2 of 2)
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Officer Enlisted(I)
[And Civilian Equivalents]

In Travel Status, Including
Unscheduled Delays(2). Various Various

In Training Status:
Dependents Authorized (3)(4X5X6)(14) $50 N/A
Neither Quarters Nor Mess Availabe 50 $50
Orientation Tour Participants (7) 34 N/A
Mess Available, Quarters Not (8) 34 28
Quarters Available, Mess Not (8) 30 25
Both Quarters and Mess Available (6)

(7X8)(9)( 11X13X15) 21 11
Both Quarters and Mess Available,

Officers Charged for Mess (Aboard Ship) 15 N/A
Both Quarters and Mess Available,

Free of Charge (Aboard Ship) 11 11
In Military Hospital (10) 11 11
On Leave (11) Various Various

NOTES:

(1) Not applicable to enlisted IMS attending training at SCIATTS.

(2) When IMET pays TLA, travel allowance rate is authorized to include the day of departure
from home country to the day of arrival at, and day of departure from, each training installation,
and the day of arrival at home country. Rates on travel status, including unscheduled delays, are
based on rates equal to those in the JTR for US personnel.

(3) An additional $5 per day is authorized for accompanied IMS attending senior level PME
courses as follows: Army Command and General Staff College, Army War College, and National
Defense University; Air Force Command and Staff College and Air War College; Naval Staff
College and Naval Command College; USMC Command and Staff College and Armed Forces
Staff College; and SOA Command and Staff College.

(4) This rate is authorized only for accompanied IMS attending the following courses designated
by the MILDEPs: Army Command and General Staff College, Army War College, and National
Defense University; Air Force Squadron Officer School, Air Force Command and Staff College,
Air War College, and Air Force Institute of Technology; Naval Staff College, Naval Command
College, and Naval Postgraduate School; USMC Command and Staff College, USMC
Amphibious Warfare School, and Armed Forces Staff College; and SOA Command and Staff
College. This rat,, is also authorized for prerequisite courses, follow-on courses, and authorized
leave periods. This rate is applicable regardless of availability of quarters and is payable whether
IMS lives on or off post.

(5) Increased allowances are only authorized when prior DSAA approval has been obtained and
Item 15 of the ITO has been annotated with that approval. The following increases are audtxized:
Accompanied students living offpost at the Army War College and the Air War College are
authorized $80 a day; accompanied students living offpost at the Navy Command College are
authorized $90 a day; accompanied students living offpost at the National Defense University are
authorized $100 a day. Students are not authorized these rates at DLIELC, prerequisite courses,
follow-on courses, or during authorized leave periods upon completion of training.

Table 1001-2. Daily Supplemental Uving Allowances for IMET Students (Page 1 of 2)
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(6) Accompanied students living offpost attending courses where dependents are authorized may
draw a living allowance advance upon arrival in CONUS of an amount up to but not to exceed ten
percent of their total living allowance authorized at a particular location. The student living
allowance drawn during the period of training will be adjusted to ensure that the amount of the
advance is fully recovered before the student completes training at the location.

(7) Meal allowance only. Cost of quarters to be paid from programed funds by Class A
agent/cashier escort officer.

(8) In overseas areas, including Hawaii, where USG quarters and mess are not available, the
rates authorized are equal to those authorized for US personnel in the JTR. "Quarters Available"
means that USG quarters were either furnished or made available. "Mess Available" means three
meals per day were available in a USG mess, whether or not actually consumed. USG mess
excludes open mess and is not considered available to officer IMS except where separate messing
facilities are available. IMS not authorized a USG living allowance will pay for their meals. Meals
taken in other food service facilities will be paid for by the IMS at the menu rates.

(9) Enlisted students from countries that participate in partial cost-sharing of living allowances
who are not entitled to meal cards may receive a living allowance greater than $9. A higher rate is
authorized as long as the programed rate is less than the $9 plus the daily cost of mess hall meals.
When the programed rate reaches or exceeds the $9 plus the cost of meals, students will be issued
meal cards and will be paid $9 per day.

(10) When an officer IMS is authorized an increased living allowance for accompanying
dependents and is subsequently hospitalized, an increased living allowance ($40) shall apply
during the period of hospitalization, rather than the reduced rate specified herein.

(11) Living allowance for leave periods following termination of training is not authorized. Leave
with living allowances may be granted during periods of class breaks, authorized holidays,
between consecutive courses, and delays at a port while awaiting transportation at the rate that is
appropriate to the training status.

(12) Guest instructors assigned to SOA will be paid a living allowance based upon the
installation's BOQ rates by grade and a standard subsistence allowance regardless of rank.

(13) The rate of IMET living allowance for guest instructors at SCIATI'S will be the minimum
necessary consonant with the personAEs grade and position as determined by the IA.

(14) Foreign enlisted students are not authorized accompanied dependents except for those
attending the US Army Sergeqnts Major Academy (SMA). The authorized living allowance for
accompanied IMS at the SMA is $45 per day.

15) In addition to the $11 the enlisted IMS will receive directly, the IA will program additional
funds to include reimbursement for meals and billeting fees. The programing figure will vary
depending on type of government quarters available.

Table 1001-2. Daily Supplemental Living Allowances for IMET Students (Page 2 of 2)
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A. CONUS TRAINING

(1) Office Amftsional Militaiy Education
AA PME-Senior Level
AB PME-Mid Level
AC PME-Basic

BA Mainenane Management

BE Conipute/A Management

BL Ote M hanagement
(3) Offier stgrduaeW and Degree Relatdrinn

CHA dmnitationgre
(4) Unegaduate Pilot (MTanagemOthelgtTann

DA CmUPT/Flgh ig Cs
DB Other Flight en

(3) Techica POperations Maintenane, Media l n nlse Training

EA AterFiahtinN -Fgh

EB Aviation Maintenance
EC Technical/Maintenance
ED Operations
EE Missile
EF CmonctosEwnc

EH Comnputer/ADP Enlisted
El Pdice~ecurmty-Enlisted
EJ Administratio-Enlisted
EK Mgt Related-Enlisted
EL Instumctor
EM Medical
EN Damage Control
BO Conralctor
EP English Language Prerequisite
EQ English Language Administration
ER Other Language Training (non-English)
ES Country Unaison/Exchange

Table 1001.3. Training Analysis Codes (Page 1 of 3)
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EV Unidentified CONUS Training

(6) Orientation Tours
FA (YF-Distinguished Visitor
FB OT-Non DV
FC OTI-Othe

B. OCONUS TRAINING
GA PME
HA Management
IA Flight
1B Technical/Maintenance,
IC Operations
ID Medical
1E Corzespondence, Course
IF OTs
JA Othe
JE Unidentified OCONUS

C. MOBILE TRAINING TEAMS AND FIELD TRAINING SERVICES
KA MTT-PME
KB MI-Managementi3eneral
KC Mrr-Intelligaeniew~euuic Warfax,
KD) 1hf-Medica1
KE MIT-1'bliccSecurity
KF 1hfrTCbmmiiicatfions-Electrvnc Management BT
KG MITf-Logistics Management
KH MIT-Engineering

KU MTrI-Pe.rsmnelManpower/Analysis
KU MIT-Administranon
KK MIT-Maintenance Management
KL MTT-English, Language
K(M MiT-hnsftrUctor/MO1
KN MTI-Aviation
KO MIT-Combat Operations
KP MiT-Non-Combat Operations
KQ MriT-Maintenance/Repair
KRt MrTJ-Missile
KS MNr-Cbminmunicatons-Electi'oics
KT MiT-Ship Transfer/Training
KU MiT-ther
KV MTIT-Survey
KW MiT-Excess Baggage
KX MiT-MiT-Training Aids
KY MiT-Language Laboratory Instalation
KZ MWr-Supply Technician
KI MIT-Wespons/MumtionslArms
K9 hMII-Miscellaneous/Unidentified
LA FTSAirraft EnginelAirframe

Table 1001.3. Training Analysis Codes (Page 2 of 3)
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LB FTS-Communications-Elecronics
LC FTS-Radar Systems
1D FrS-Annament
LE FTS-Maintenance
LF FFS-Training Aids/evices
LG FrS-English Language
LH FTS-Missile
LI FTS-Other
LZ FTrS-MscnllaneousMnidenified

D. SUPPORT
MA Training Exercises
WE Escort offic
MC SuppliesMateials
ND Facilides/Rebabilitation
ME Services
MF Medical Cost-CONUS
MG Medical Cost-Overseas
MH Instructr Material
hff Other
NA Extraordinary Expenses
NB Training US MAP Personnel
NC Training Support SAO/Command
ND Training Support DoS
OA English Language Labs (ELL)
O8 ELL Spares
OC ELL Support Equipment
GD ELL Books/Tape4Publications
CE ELL PCH&T
OF Other Training Aids
OG Army Books/rapes/Publications
OH Navy Books/Tapes/Publications
01 AF Books/Tapes/Publications
OJ USA PCH&T
OK USN PCH&T
CL USAF PCH&T

Table 1001-3. Training Analysis Codes (Page 3 of 3)
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The WCN is the most important element of identification used in the Security Assistance
Training Program. It is used for a multitude of purposes. The most important is to track the IMS.
Normally, one WCN will be assigned per IMS. This procedure reduces administrative effort on
the part of the scheduling commands and training installations and allows effective implementation
and billing.

The standardized WCN numbering system for IMET was instituted in FY87 allowing the
SAOs and services to assign any WCNs within the range of 0001-0999 while ensuring that the
following sequence was maintained: Continental United States (CONUS) MEDICAL, Outside
Continental United States (CONUS) MEDICAL, Orientation Tours (OTS), METs/Defense
Language Institute Language Training Detachments (DLI LTDS), ENG LANG EQUIP/
MATERIALS.

Student training lines will be grouped by training analysis code and will use a minimum
number of designated WCNs. SAOs and services are free to assign WCNs within the range of
1000-9999 for CONUS and OCONUS student training. However, the first digit will be a
mandatory number to indicate training analysis codes as follows:

Training Analysis Category Analysis Code WCN

PROFESSIONAL MILITARY EDUC AA-AC 1000-1999
MANAGEMENT BA-BL 2000-2999
POST GRADUATE CA 3000-3999
HIGH COST FLIGHT DA 4000-4999
OTHER FLIGHT DB 5000-5999
TECHNICAL EA-EV 6000-6999
OCONUS GA/HA/IA-IF 9000-9999

In those cases where students are programed to receive training in more than one training
analysis code, the student and his entire training pipeline will be assigned one training analysis
code in accordance with the following rank order structure:

- PME is greater than all categories except Post Graduate and High Cost Flight.

- Management is greater than all categories except PME, Post Graduate, and High Cost
Flight.

Table 1001-4. Standardized Worksheet Control Numbers
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SECTION 1002 - FOREIGN MILITARY SALES TRAINING

100201 AECA REOUIREMENTS.

A. ReiMhursenL The cost to the USG of furnishing FMS training must be paid by the
Purchaser. For billing purposes, services, including training, are considered "performed" on the
date that the student enters the course or, in the case of an SA team, when a team member leaves
home station. There must be cash available to the DoD in advance of the performance of the
training at all times.

B. Bilateral. Combined. or Multilateral Exercises. Bilateral, combined, or
multilateral exercises conducted to test and evaluate mutual capabilities do not require authorization
or funding under the AECA. Costs of foreign participation in these exercises may not be paid
directly or reimbursed from DoD funds, including O&M funds. DoD funds may be used to pay
just the costs of US armed forces participation which would have been incurred in the absence of
foreign participation in the exercise. The costs of any US support provided to the participating
countries or international organizations for training exercises must be reimbursed under an FMS
case. This is because providing exercise support is providing a defense service as defined in the
AECA Secs 47(4) and (5).

C. Senarate and Speceific Statutory Authorization. Outside the •'fltext of an
exercise, USG costs of providing training for foreign military or paramilitary personnel must be
borne by the Purchaser under an FMS case. If there is separate and specific statutory
authorization for such training, as in the case of the senior ROTC program or US service
academies, this general rule may not apply. Existing authority and regulations do not permit
formal or informal training on a non-reimbursable or quid-pro-basis other than PME and Unit
Exchanges (see Section 1003). This includes orientation, observation, or familiarization tours.

100202 PROGRAM FINALIZATION. The IA assigns an LOA identifier, prepares the
LOA, and submits it to the host country representative for acceptance and initial deposit. Separate
LOAs are normally prepared to support a major equipment sale or for blanket training; however,
training may be included as a separate line on a materiel LOA at the request of the Purchaser and
with DSAA approvaL The IA will implement the case by authorizing the issue of ITOs only after
the LOA has been accepted and funded, and after DFAS/DE provides OA. Any exception must be
approved by DSAA, Comptroller. See Section 701 for more detailed LOA guidance.

100203 TRAINING REOUIREMENTS RELATED TO PURCHASE OF MAJOR

A. General. Training is an essential element in the initial introduction of major equipment.
The time required to conduct adequate training should be given careful consideration when
estimating delivery dates of equipment. In developing a training plan to support the introduction of
defense equipment, the needs of each country must be determined separately, based on the unique
requirements of the country.

B. Planning Programs. Training programs must take into account such factors as the
availability of personnel, skills to be developed, and the time required to plan, implement, and
complete the program. In the final analysis, the success of any training program also depends on
student capability and potential for success. It is important to have a good selection and screening
process to make sure the right student is fitted into the right training program. Also see Section
100002.
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C. Funding of Training in Sunport of FMS. Training in support of FMS equipment --
purchase should normally be programtd as part of the overall FMS agreement IMET funds
should not be used to support major equipment purchases unless specifically approved by DSAA.
Requests for exceptions to this policy should be referred to DSAA with appropriate justification on
a case-by-case basis during initial purchase negotiations. In no event may any cost be funded by
both IMET and an 1-FMS case.

100204 TUITION RATES. FMS and IMET training tuition rates will be priced in accordance
with section 130702. Other costs associated with training, such as students' meals, custodial fees
for quarters, medical care, and transportation are not included in tuition rates. These costs must be
paid by the Purchaser.

100205 TRAINING AT CIVILIAN INSTITUTIONS OR BY CONTRACTOR.

A. Civilian Institutions. Training at civilian institutions generally will not be permitted
under FMS. AECA Sec 47 defines training for defense purposes at civilian institutions as training
that may be sold under FMS. This type of training is more appropriately handled by direct
negotiation between the civilian institution and the purchasing country. Requests for exceptions
to this policy should be addressed to DSAA.

B. Training by Contractors. International military personnel receiving training directly
negotiated between the purchasing country and a contractor may not use US military facilities to
support the training. Administrative support for direct contractor training normally is not provided
through an FMS case. Room and board, medical care, and related support arrangements for
students undergoing commercial contractor training must be arranged between the contractor and
the Purchaser.

100206 TRAINING OF CIVILIANS UNDER FMS. International civilian personnel
may receive FMS training provided they are MOD employees of eligible Purchasers. This includes
employees under contract to the MOD in conjunction with an MOD program which is otherwise
being supported through FMS. Such training of contractor employees requires specific
authorization of DSAA. Civilians must meet the normal course requirements, including proper
security clearances. International civilians who are not MOD employees of eligible FMS countries,
or employees of eligible non-military international organizations (e.g., the UN), may receive
training provided that a determination is made by the International Development Cooperation
Agency (IDCA) in accordance with Sec. 607(a). Civilians are generally afforded the same protocol
status as their equivalent military counterparts, as stated in the ITO.

100207 TRANSPORTATION AND TRAVEL. The Purchaser is responsible for all
transportation and travel costs for FMS students. These costs arc not included in the LOA. Use of
US civilian carriers is encouraged although any desired mode of travel or carrier can be used.
Students may be authorized in their ITO to travel by US military aircraft and reimbursement will be
on a direct billing basis at the non-government rate. No baggage limitation is established;
however, students are encouraged to limit baggage to a minimum.

100208 LIVING ALLOWANCES AND PRIVILEGES.

A. Living Allowances. An FMS student's living costs should be defrayed by the student
or by the student's government (also see Paragraph 60002). The Purchaser should ensure that
students receive sufficient allowances to meet mandatory living costs and personal expenses.
Allowance costs are not included in tuition course costs, nor are they normally included in the FMS
case. SAOs should be particularly aware of the status of living allowance provisions for their host
country's students. Any difficulties or anticipated problems should be aired immediately.
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1. SubAgahene. Officers and enlisted personnel will pay for meals, which will
normally be taken in USG dining facilities at the rate ;rescribed by the IA.

2. Ouarte& All FMS training students who occupy military quarters must personally
pay the service charge or custodial fee as established by the installation commander.

B. PrivilegesL IMS on ITOs authorized by the IA, and bona fide dependents, will be
extended commissary, exchange, and similar privileges ordinarily available to US military
personnel of similar rank. Equivalent rank assigned in the TO must be based on the US grade
structure rather than rank title of the foreign country.

C. M•digl.CarLe The SATP will not be utilized for the sole purpose of obtaining medical
care for IMSs or their dependents. NATO IMS on 1TOs authorized by the IA, and bona fide
dependents, are eligible for outpatient care in DoD medical (including dental) facilities, on the same
basis as US military personnel and their dependents. In-patient medical care and emergency
dependent dental care must be reimbursed at rates established by DoD. Personnel from other
countries that have negotiated reciprocal medical arrangements authorized by US law will be
provided medical care in accordance with those arrangements. Personnel and dependents from
countries without medical arrangement agreements with the US will be provided medical care on a
space-available, reimbursable basis at rates established by DoD. See Section 100114 for
procedures to be used when such arrangements are in place.
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SECTION 1003 - SPECIALIZED TRAINING

100301 GENERAL. This section provides policy and procedures for English Language
Training and for training other than that provided in formal courses of instruction in CONUS.

100302 ENGLISH LANGUAGE TRAINING. Training in US military schools and
installations is conducted in English, except for the US Army SOA, the USAF IAAFA, and the US
Navy SCIAWTS. International students must be able to understand, speak, read, and write English
at a level of proficiency that will enable them to successfully complete training.

A. Responsibilitv for ELT. DLIELC has responsibility for and exercises operational
and technical control over the Defense English Language Program (DELP) that encompasses all
DoD English language programs or courses conducted for US personnel or international students
under the IMET program and the FMS program in CONUS and overseas.

B. Minimum English Comnrehension Level. The foreign country has responsibility
for ensuring that students meet the IA-determined minimum ECL for attendance at a particular
course of instruction. Most courses require a minimum ECL of 70. Higher level PME and
management courses, or courses that are hazardous, require an 80 or higher ECL.

1. Minimum ECL for IMET Students. The minimum ECL cut-off score for
entry into general English language training at the DLIELC is 55. Exceptions to this requirement
require prior UCOM and DSAA approval and will be granted only where clearly justified by
unusual circumstances. Countries permitted to attend DLIELC under the minimum ECL cut-off
score of 55 will be notified at the beginning of each fiscal year. SAOs assigned to countries
exempt from the minimum 55 ECL score for DLIELC entry should encourage the host country to

.... develop an in-country English language capability in order to achieve a minimum 55 ECL.
Countries unable to purchase appropriate English language equipment and materials to develop an
in-country ability to reach a 55 ECL due to a small IMET program or other considerations where it
would not be economically feasible will remain on the exemption list.

2. Minimum ECL for FMS Students. There is no minimum cut-off score for
entry into ELT at DLIELC for FMS students.

C. Exemntions from ECL Testing Renuirements. Certain countries whose students
have demonstrated an English speaking capability are exempt from all ECL testing requirements.
These countries are reviewed annually to determine if the exemption should continue. Students
from countries that are exempt from ECL testing requirements must continue to demonstrate
successful English language performance during training or the exemption will be withdrawn.
DSAA will confirm the annual exemption list each year by message.

D. Exemptions from In-Country ECL Screening. Certain countries whose students
have demonstrated an English speaking capability are exempt from in-country ECL screening.
Students from countries exempt from in-country ECL screening will be ECL tested at the first
training installation. These countries are reviewed annually to determine if the exemption should
continue. Students from countries that are exempt from in-country ECL screening must continue
to demonstrate successful English language performance during training or the exemption will be
withdrawn. DSAA will confirm the annual exemption list each year by message.

E. SAO Responsibilitv. SAOs are responsible for screening students for the minimum
ECL prescribed by the IA for each course of instruction or for entry into DLIELC. Test materials
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to determine the ECL of selected IMS are provided by DLIELC, together with instructions for / .

administering the tests. ECL minimum requirements by course are listed in the MASL

F. Service Waivers. Requests for waivers to minimum course ECL prerequisites will be
made through the UCOM to the IA.

G. Test of English as a Foreign Language (TOEFLI-. SAOs are authorized to
program the cost of the TOEFL under NET when required for entrance into approved military
undergraduate or graduate training programs. Costs of travel by prospective students to the testing
site will not be funded under IMET.

H. Foreign Countries' Resnonsibility (IMET Only)- With few exceptions, foreign
countries are considered to possess the public and private school, commercial institution, or other
resources needed to provide the necessary ELT to meet the ECL levels above. SAOs should
encourage the host country to increase their ELT capability above the minimum 55 ECL
requirement. Assistance may be provided under the IMET program by training of instructors at
DLIELC, by providing English language MTrs or LTD, or by providing appropriate ELT aids and
equipment. Details onDLIELC MITs and LIDs are contained in DLIELC 1025. 1-M.

I. Sneaizcd ELT Provided the general ECL requirements have been met, SET will be
provided in those cases where the IA determines that exceptional fluency or specialized
vocabularies are essential to safety or effective participation in the course of instruction. The
annotation SR (SET Required) or SA (SET Advised) will appear in the ECLUSET REQ column of
the MASL for these courses.

J. Conduct of ELT by Other Than DLIELC..

1. SA sponsored ELT will normally be conducted by DLIELC unless unusual
conditions exist that warrant exceptional ELT arrangements under FMS funding. No exceptions
will be permitted for MET funded ELT. In those cases where exceptions are requested under
FMS funding, written requests for an exception to this policy must be submitted by the IA to
DSAA-Plans-PGM prior to submission of LOAs or LOA Amendments to DSAA for
countersignature. Such requests will include the following information:

a. Written DLIELC position on the proposed ELT exception.

b. Explanation of the unusual conditions that apply.

c. Complete information on the ELT to be conducted to include location,
description of training facilities, number of students, training objectives, duration of the overall
ELT program, and estimated cost.

d. Statement that DLIELC will coordinate and approve the ELT curriculum,
teaching materials, and instructor qualification standards; will monitor the ELT to ensure that
DLIELC technical standards are being met; and will perform a DLIELC certification every six
months.

e. Statement that the LOA will contain an appropriate line item for DLIELC to
monitor and provide quality control of the proposed ELT.

2. If a DSAA waiver is granted, the waiver will strictly apply to the scope of the
proposed ELT program justified in the exception request. No change to the LOA will be made to
increase the student load or extend the duration of the ELT program without submitting a revised
request to DSAA-Plans-PGM, to include information in I. above.
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K. Direct Entry ECL Failure Forfeiture Charge. A forfeiture charge of 50% will be
imposed in all instances when direct entry students fail to achieve the prerequisite ECL on the
CONUS course entry ECL test and when failure results in rescheduling or cancellation of direct
entry training due to a language deficiency. This forfeiture policy applies to all direct entry
students, including those from countries granted a waiver from the in-country screening ECL
testing.

L. English Language Equipment and Sunport Materials. Textbooks, testing
materials, training aids, audiotapes, videotapes, and publications for use in establishing or
supporting in-country ELT programs may be acquired under the IMET program or purchased
through FMS procedures. Transportation of IMET acquired materials will be by surface shipment
unless the cost of air shipment is less than 20% of the cost of the materials being shipped.

100303 ON-THE-JOB OR FAMILIARIZATION TRAINING. OJT, or USAF
familiarization training, normally involves follow-on technical training devoted to practical
application conducted after attendance at a formal course of instruction. This training will be
planned in advance in the country's training program and will include detailed requirements for
training in specific areas of interest and on types of material used by the country concerned. OJT
conducted independently and not in conjunction with formal courses of instruction will be
authorized in the US only when no course covering the desired training is available for IMET
funded programs only. OJT in overseas schools and installations will be provided in accordance
with the policies established by the UCOM concerned.

100304 OBSERVER TRAINING. OBT is training during which the student observes
methods of operation, techniques, and procedures as a medium of instruction. OBT is not related
to a formal course of instruction although it sometimes supplements or follows a student's formal
training. OBT will be authorized only when no course covering the desired training is available.
This includes specialist-type training. Certain OBT explicitly excludes "hands on" training; for
example, foreign personnel enrolled under medical observer training will be prohibited from
hands-on patient care.

100305 MOBILE TRAINING TEAMS. MTTs are provided under budget project/generic
code N20, and are composed of IA personnel on temporary duty for the purpose of training
foreign personnel.

A. Approval Criteria (IMET MTTs). As with any other aspect of a particular IMET
country program, the decision to use MTlIs should be based on consideration of all of the
advantages and disadvantages inherent in the use of the particular MT" at a particular time and in a
particular country. A fundamental objective of IMET is to reach foreign military personnel who
are, or are likely to be, influential in their services/countries by having them attend professional
level CONUS training. The intent is to expose the IMS to the American people, their way of life,
institutions, beliefs, and aspirations. While this objective is not exclusive or overriding with
respect to other considerations, it must be considered when selecting MTTs versus CONUS
training. Moreover, any decision to use MTI's solely for their apparent cost benefits runs the risk
of detracting from accomplishment of overall IMET objectives. Finally, MTT requests under
IMET should clearly demonstrate that MTI's are the best approach and IMET is the only available
funding option. Every attempt should be made to provide MITs through FMS rather than NETr.

B. Other Criteria Bearing on MTTs. Within the guidelines established above, MTTs
should be considered when one or more of the following factors are clearly present:

1. Training must be accomplished quickly in response to a threat or adverse condition
affecting the security of the country.
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2. Training is of relatively short duration, must reach a large number of trainees, and
entails extensive use of interpreters or language-qualified team members.

3. Training can only be conducted on equipment or in facilities located in the foreign
country.

C. P MTFs may be authorized for CONUS or overseas deployment when it is
more practical to bring the training capability to country personnel. This includes in-country
training surveys to determine specific country training needs, determine quantity requirements
which are beyond the country capability to assess, and which are associated with equipment
deliveries or assistance leading to self-sufficiency.

D. TDzation. MITs are authorized on a TDY basis for up to 179 days. Requirements for
assistance in excess of 179 days will be met by CONUS training of country personnel leading to
an in-country capability or programing of US engineering and technical services specialists.

E. Suibsistence. Per Diem. and Transnortation (IMET MTTs). Subsistence
expenses, or per diem allowance in lieu thereof, obligated in one fiscal year for IMET MTTs
cannot be extended into the succeeding fiscal year. Therefore, personnel on MTT duty must
terminate TDY and return to home station prior to 30 September unless action has been taken to
reprogram the team in the new fiscal year, subject to the 179 day restriction discussed above,
receipt of CRA or other budget authority in the new fiscal year, and DSAA approval.
Transportation costs for round trip team travel are chargeable to the fiscal year of the start of the
TDY.

F. Coordination and Preparation. Use of MTTs requires special coordination and
preparation with country personnel prior to team arrival. Establishment of the team mission in
precise terms, to include availability of training equipment by type, student availability, capability,
ECL, training facilities, transportation, communications, medical care, and team living
arrangements should be the subject of country-SAO discussion prior to programing, and should be
finalized prior to the team's arrival.

G. roramin_ Instructions. Compliance with Paragraph 100105.A is required prior to
programing MTTs under IMET. MI'rs will be programed under generic codes N2A-N2V. Refer
to Table D-7 for further definition and breakdown of these generic codes.

1. MTI" programing will include duration in weeks; number of team members; costs for
Transoceanic Travel (round trip); In-Country Travel; Station and Travel Per Diem Allowance;
CONUS Travel; Official Baggage, including excess, if justified; and Salaries of DoD civilians.

2. Per diem allowance costs during TDY travel outside CONUS will be computed
according to rates shown in current JTR for military personnel, and according to rates shown in
current Standard Regulations, Government Civilians, Foreign Areas (published by DoS), for USG
civilians.

3. Cost of CONUS travel of team members will be programed at an estimated rate
which includes cost of commercial air transportation, official baggage, and per diem. Excess
baggage must be justified to and approved by the IA.

4. Cost of teams furnished from overseas will be computed using commercial air
(tourist rate) transportation, per diem, and excess baggage.
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5. In addition to the factors indicated above, $15 per person per week is authorized for
programing purposes to cover overseas in-country travel when the actual cost is unknown.

6. A joint MIT will be programed using the appropriate MASL line of the DoD
component having the predominant number of members. In the event of a balanced team, use the
MASL line of the MILDEP counteprt to the requesting foreign country service.

7. When programing MIT requirements, all team member costs, including
predeployment orientation or training costs will be reflected as "unit costs" of the country program.
No entries will be made in the TLA data field. Training aids (including PCH&T) will be
programed separately under generic code N2, description: MIT-TRNG AIDS (MASL Item-ID
309000-CONUS, 319000-0/S). This program line will show the next appropriate sequential
suffix of the WCN. Only those training aid requirements for use by the MTT which cannot be
predetermined and requisitioned under FMS will be included under this procedure, subject to
approval by DSAA.

H. MYTT TAT. and TAFT Comnarison. MTITs are not intended to provide technical
assistance. TATs and TAFTs are provided under generic code M, and are normally requested at
the time major equipment is ordered. Training is not normally a principal mission of these teams.

1. TATs are composed of DOD personnel deployed to a foreign country to place into
operation, maintain, and repair equipment provkied under AECA or FAA programs. TATs are SA
services, but are not SA training and are not provided under IMET, except in the case of the
installation of English language laboratories.

2. TAFrs are composed of DoD personnel deployed for the purpose of providing in-
country technical support to foreign personnel on specific equipment, technology, weapons, and
supporting systems, when MTIs and ETSSs are not appropriate for the purpose requested.
TAFrs are also not considered to be SA training and are not provided under IMWE.

100306 FIELD TRAINING SERVICES. Budget project N30 provides funds for DoD
Extended Training Service Specialist and Contract Field Services personnel, as specified below.

A. Apnroval Criteria (IMET). See Paragraph 100305.A above.

B. D[• ESS. ETSS are DoD military and civilian personnel technically qualified to
provide advice, instruction, and training in the installation, operation, and maintenance of
weapons, equipment, and systems.

1. ETSS will be attached to the SAO rather than assigned and carried on the JTD. They
will not be provided as an augmentation to the SAO staff to perform duties which are normally the
responsibility of that staff. They will not be used for follow-on retraining or in advisory roles,
except in rare instances when the recipient country is not capable of providing qualified personnel
from its own resources or of hiring qualified personnel from non-indigenous sources and the SAO
recommends it in the interest of the US. ETSS provided as English language instructors,
supervisors, or advisors on detached duty status from DLIELC will be attached to the SAO, as
specified above. The English language technical service provided by DLIELC is referred to as a
Language Training Detachment (LTD).

2. ETSS may be provided for periods up to one year, unless a longer period is
specifically approved by DSAA. In those rare cases where the technical services are required for
periods in excess of one year, ETSS personnel will be attached to the SAO for operational control
and administrative and logistical support.
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3. ETSS will be programed under generic code N30 on the basis of person-month
requirements. The program cost will include elements in 100305.G plus Overseas Allowance
(military or civilian). For programing purposes, a factor of $40 per person per month is authorized
to cover the cost of in-country travel, ff the actual cost is unknown; $320 to cover the cost of
CONUS travel; and $210 as an overseas living allowance. Five pieces of checked official luggage
are authorized.

C. CFS Personnel. CFS provide advice, instruction, and training in the installation,
operation, and maintenance of weapons, equipment, and systems. CFS will be utilized only when
the IA determines that satisfactory provision of services by DoD personnel is not practicable.
Conditions of CFS must be approved by DSAA. CFS requirements will be programed on the
basis of person month requirements. Estimated contract cost will include the total charge of
providing the training service, which includes costs such as salary, transportation, and baggage.

100307 ORIENTATION TOURS.

A. •bJelbives The objective of OTs is to provide selected students an opportunity to
become acquainted with US military doctrine, techniques, procedures, facilities, equipment,
organization, management practices, and operations through short term orientation as opposed to
attending longer term formal courses. OTs will be limited to countries with lesser developed
defense relationships with the US unless extraordinary circumstances exist. In addition to the
purely military objectives to be achieved through orientation training, it is intended that OTs serve
to enhance US and participating nation mutual understanding, cooperation, and friendship.

B. JDsci.trlion OTs for Distinguished Visitors (DV) are authorized for IMET
programing. When submitting orientation tour requirements, the positions held by the visiting
officers will be indicated for the type of tour selected. OTs for DVs are authorized for senior
country officials holding positions of major importance and high authority below the equivalent US
position of Chief of Staff or Chief of Naval Operations. Requests for OTs at the Chief of Staff and
higher levels will not be funded under IMET and should be referred to the corresponding US
element for funding and other action. DV tours are restricted to not more than one per service per
year, subject to MILDEP capability to implement the tour. DV tours are normally for a period not
to exceed 14 calendar days plus overseas travel time and not more than five visitors per tour.
Travel arrangements (mode of transportation for transoceanic and domestic travel) and
accommodations should be comparable to those provided US personnel under similar
circumstances. Non-DV OTs are authorized for selected officers who may become future leaders
and policy makers, but do not presently qualify as a DV. Tours should be restricted in number and
limited primarily to a minimal number of international military participants. Visits by international
military cadets to US service academies are not authorized under IMET.

C. Policy Guidance.

1. Country Team Evaluation (IMET). OTs for IMET funding should be
programed only after the SAO Chief attests to their importance to the country's efforts with
adequate supporting rationale provided by the SAO to the UCOM and DSAA for approval. OTs
should not comprise a major portion of an established program nor be a routine use of country
program funds.

2. Student Selection. See 100307.B above. Selection of students for OTs and the
design of itineraries should be made on the basis of maximum accomplishment of OT objectives.
Where tour objectives are specific in terms of exposure to specialized techniques, procedures, and
facility operation, the schedule should be designed accordingly, as opposed to tours in which the
objective is intended to be broad exposure to concepts, higher level decision making, management,
and staff operation. In no instance should itineraries reflect a tourist orientation in which the

1003-6 Change No. 6, 10 May 1994



100307.C.3. DOD 5105.38-M

objectives are obscure. Visits to large metropolitan centers which do not directly relate to OT
objectives should be avoided.

3. Apnroval of Exceptions. Requests for OTs will be forwarded to the UCOM
and DSAA (IMET) and the IA with supporting rationale and justification for approval prior to any
proposal to country officials which could be construed as an agreement to provide a tour.

4. Official Entertainment. Official entertainment in connection with OTs
(luncheons, dinners, receptions) should be in keeping with the grade and position of tour
participants. Protocol activities of this nature should be arranged on an austere basis. Activities
which could be interpreted as lavish should be avoided.

5. Size of Tour Grouns. Large group OTs are discouraged. Experience indicates
that OTs for large groups are difficult to manage and usually result in a bland experience for the
majority of participants, at a disproportionate cost. In addition, since OTs are expensive in terms
of both service support resources and IMET funds, the number of personnel comprising OTs
should be kept to a minimum, generally no more than five persons excluding escort officer(s).
Other than the escort officer(s), tour members must have a direct relationship with the purpose for
which the tour was established.

6. Assignment of Executive Agency and Escort Officers. An executive
agency is assigned to conduct and provide escort officers for OTs in CONUS. The executive
agency is the DoD component having primary interest in the tour, or the component selected by
DSAA as executive agency to implement a specific tour. Every effort will be made to provide
escort officers fluent in the language of the tour participants when lack of English fluency of the
participants makes a language qualified escort essential to tour objectives. Normally, an SAO
representative should not be used as escort officer for IMET OTs. However, in exceptional cases
and with prior approval of DSAA, the executive agency may consider an SAO representative to
serve as an escort officer when justified; e.g., because of special qualifications, workload, unusual
"rapport with key host country personnel, and associated projects or contacts which might be
exploited. The SAO representative selected as an escort officer will be under the complete
jurisdiction of the executive agency and will remain with the tour at all times until the tour
participants return to host country. TDY travel and per diem costs for the escort officer for the
duration of the tour are chargeable to MET funds, and will be programed as a separate line in the
country program under budget project N70. US personnel other than bona fide escort officers
designated or agreed to by the executive agency for tour implementation are not authorized to
accompany tour groups. A factor of $800 per person week is authorized for programing (N7B)
when escort officer services are required in connection with OTs. The dollar value of escort
officers is programed in the TLA data field.

8. Responsibilities for Tour. While every effort will be made to meet SAO
recommendations, the final tour agenda and itinerary will be the responsibility of the tour IA. The
IA is required to submit a proposed agenda for approval by DSAA-Plans.

9. Leave for Participants. When authorized in student ITO, leave may be taken by
tour participants at the conclusion of an OT at no additional expense to IMET.

100308 RECIPROCAL EXCHANGE TRAINING. This section provides general
guidance for the conduct of reciprocal PME and unit exchanges. Detailed implementing
instructions are provided in the JSAT Regulation and other IA instructions.

A. PME Exchange Training. FAA Sec 544 authorizes reciprocal exchanges between
US PME institutions and comparable non-US institutions. Institutions specifically included are the
US military service Command and Staff Colleges, Armed Forces Staff College, and US MILDEP
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War Colleges. Attendance at these institutions is to be at no charge to the country concerned but
also at no expense to SA programs. PME exchanges must be pursuant to an international
agreement which provides for the exchange of students on a one-for-one reciprocal basis during
the same fiscal year. The JSAT Regulation provides the prescribed international MOA to be used
for this purpose. PME exchange requests will be forwarded to the appropriate IA for action and
for information to DSAA/Plans/PGM.

B. Unit Exchange Training and Related Support. AECA Sec 30A authorizes
reciprocal unit exchanges and related support. The related reciprocal training and support must be
pursuant to an international agreement and be provided within one year. Should the foreign
country or international organization not provide comparable training and support, the US must be
reimbursed for the full costs of training and support provided by the US. The JSAT Regulation
provides detailed implementing instructions, to include the prescribed international MOA to be used
for this purpose. Requests for unit exchanges will be forwarded to the appropriate MILDEP for
action and for information to DSAA/Plans/PGM. Pricing guidelines and conversion to
reimbursable training when reciprocal training or related support is not provided or not received, is
included in DoDI 2010.11, Unit Exchanges of Training and Related Support Between the US and
Foreign Countries-Financial Policy.

C. H~rts. By 1 December each year, the MILDEPs will provide the RCS DD-COMP(A)
1789 (see DoDI 2010.11) report for unit exchanges conducted during the preceding US fiscal year.
The report will be provided to the OASD Comptroller (Accounting Policy), with an information
copy to DSAA/Plans/PGM.
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SECTION 1004 - STUDENT ADMINISTRATION

100401 INVITATIONAL TRAVEL ORDER FOR INTERNATIONAL MILITARY
STUDENTS (IMS). DD FORM 2285. The ITO, DD Form 2285 is the controlling
document for training provided to IMS under SATP sponsorship, including IMS status and
applicable privileges. DD Form 2285 will be used, without alteration, by SAOs for IMS entering
US training under the FAA and the AECA. If country desires, a language translation may be
attached. It is also the basic document for accounting purposes and provides guidance for
determining which support is payable and which is not. The SAO is responsible for preparation of
the ITO in accordance with instructions in the Joint Security Assistance Training Regulation (Army
Regulation 12-15/Secretary of the Navy Instruction 4950. 1H/Air Force Regulation 50-29/Marine
Corps Order 4950.2). When prerequisites have been met, the SAO will issue individual ITOs for
each IMS.

100402 SECURITY AND CLASSIFIED ITEMS. A security screening of IMS will be
accomplished by US officials in country prior to issuance of the ITO for all scheduled training,
regardless of level of classification.

A. Attendance in Classified Courses. The SAO must receive a statement in writing
from the foreign government that the government concerned sponsors the student, that the student
has been subjected to a security screening and that the level of security clearance granted by the
government does not constitute a security risk to the US, that the information to be obtained during
the training will not be released to another nation without the specific authority of the USG, that
classified information will be provided the same degree of security afforded it by the USG, and
that any proprietary rights involved (patented/copyrighted or not) will be respected and protected.
When this certification is obtained, the applicable statement will be checked in Block 10 of the 1TO,
DD Form 2285.

B. Access to Classified Material. The security certification described above does not
constitute a US clearance as the basis upon which to release classified material to the trainee.
When classified instruction is requested, action will be taken with the IA to establish the authority
and detemnine the classification of material to be released during training, based on a need to know
and disclosure agreements with the country making the request. Release of classified material will
be in accordance with Paragraph 50111.

100403 CIVILIAN COMMISSARY AND EXCHANGE PRIVILEGES. Civilian
students under ITOs are authorized commissary and exchange privileges subject to IA and UCOM
regulations.

100404 STUDENT MEDICAL SCREENING, Detailed information concerning student
medical screening and requirements are contained in the JSAT Regulation. The SAO will require a
signed statement from a competent medical, including dental, authority stating that the IMS has
received a thorough physical examination within the three preceeding months, including a chest X-
ray and a screening for serologic evidence of Human Immunodeficiency Virus (HIV), and that the
student is free of communicable diseases. IMS are certified to be medically fit generally for
military training and free of communicable diseases before they leave their country by either their
government or US in-country authority and prior to issuance of the ITO by the SAOs. On these
bases, except for those special situations noted below, IMS are exempt from medical examinations
or any IA urinalysis and blood screening programs before commencing training at US training
installations. Students may be tested medically as follows:
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A. At and by US training installations when the associated physical examination is an
established prerequisite for admission to training that involves exceptional physical activity or
safety; e.g., flying, underwater, ranger, or airborne.-

B. At and by US military training installations on an exception basis pending development of
a particular testing capability which does not exist in country. In these instances, the country will
pay for the cost of testing and IMET program funds will not be used for this purpose.

C. Physical examinations in conjunction with sick call or hospitalization in order to diagnose
a student's ailment.

100405 UNIFORMS AND PERSONAL CLOTHING. The furnishing of uniforms or
items of personal clothing, other than special items of training clothing or equipment, such as
flying training gear when included in course cost, is not authorized on a grant basis.

100406 VISITS TO CANADA AND MEXICO. IMS attending instruction in CONUS
may be authorized visits of not over 72 hours to Canada and Mexico. They must comply with all
immigration and customs regulations. Such visits will not affect the IMET living allowances.
Students should be aware that they need multiple entry visas to visit Canada or Mexico and to
return to the US; not all visas meet this criterion.

100407 DEPENDENTS OF STUDENTS. Dependents will be discouraged from joining
students except where the IA determines that housing and other amenities are available and the
presence of dependents will make an important contribution to the learning experience. Where
dependents are authorized by the IA for officers attending selected courses, as indicated in Note 4
of Table 1001-2, a living allowance may be paid in accordance with rates established in that table.
In no event will transportation of dependents or medical treatment be at US expense.

100408 IMS AND DEPENDENT EMPLOYMENT. IMS and alien dependents of IMS
are not allowed to seek employment during their stay in the US. US Embassy or SA personnel
should explain this to students at predeparture briefings. In this connection, US country team
personnel should ensure passports with A-2 Visas or related documents concerning students and
their alien dependents are not annotated with "Employment Authorized."

100409 DISPOSITION OF IMS IN EVENT OF EMERGENCY. In the event of a
national emergency, procedures and policy for the disposition of IMS and other international
military visitors in the US and at US installations abroad will be provided by DSAA.

100410 POLITICAL ASYLUM AND TEMPORARY REFUGE. Requests for political
asylum and temporary refuge by IMS will be handled promptly and with careful attention to the
procedures established by DoDD 2000.11 and the implementing instructions of the MILDEPs (AR
550-1, SECNAVINST 5710.22, and AFR 110-26). The instructions cover policy and procedures
concerning political asylum and temporary refuge requests from foreign nationals while in territory
under exclusive US jurisdiction (including territorial seas, the Commonwealth of Puerto Rico,
possessions, and territories under US administration and on the high seas and in territories under
foreign jurisdiction (including foreign territorial seas).

100411 INSTRUCTIONAL COURSE MATERIALS. The cost of shipment of student
retainable instructional materials (RIM) will be included in the tuition rates for all formal courses,
based on standard rates set by Section 071105 of DoD 7000.14-R. Students wishing to send their
instructional materials via international mail, or send instructional materials in excess of the total
maximum allowance, will do so at personal expense.
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A. Weight Allowances are 200 pounds for all courses the IA considers to be in the PME
category (as approved by DSAA), which appear in the MILDEP appendices to the JSAT
Regulation, and 50 pounds for all other courses.

B. Materials are to be packaged and labeled at the training installation and shipped via fourth
class mail to the SAO of the country for delivery to the student, or to the official address for
classified material. A copy of the student's ITO will be placed inside the package. Use of the
Army and Air Force Post Office or Fleet Post Office address of the sponsoring SAO is authorized
packages must be addressed to the SAO (student's name must not be entered on address label)
including the WCN and Program Year for IMET students and the WCN and FMS case for FMS
students.

C. The training installation will ensure that no personal effects or other unauthorized matter
is shipped with the instructional material

100412 COUNTRY LIAISON PERSONNEL. Use of foreign personnel as liaison
officers to assist US training activities with IMS administration is authorized only after the IA has
acknowledged the need for assistance and has the capability to provide logistic support. Liaison
perscnnel will normally be authorized only in those instances in which a country is scheduled to
train a large number of students or where student background warrants liaison personnel
assistance. Programming procedures for TLA are the same as for the IMS, if funded under IMET.
Liaison personnel will be programmed under generic code N10. Liaison officers will not be
authorized to pursue a course of instruction concurrently with liaison duties.

100413 LEAVE OR LEAVE EXTENSIONS (IMET ONLY). Leave or leave extensions
will not be granted IMET students unless authorized in the original 1TO or unless the SAO has
amended a student's ITO by written communication with the applicable training installation. This
written communication must be accomplished not later than 15 days prior to completion of
scheduled training.
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SECTION 1005 - POSITIONS OF PROMINENCE REPORT (PPR) ]

100501 PPR FOR FORMER STUDENTS. Each UCOM will provide SAOs guidance on
collection of PPR data and ensure reports are updated annually. SAOs will also include updated
data in the annual two year training plan presented at the Unified Command TPMR. The data will
be used to assess the effectiveness of the programs and for justification to the Congress of the
annual SA budget submissions.

100502 DESCRIPTION OF MILITARY RANKS FOR REPORTING PURPOSES.
For purposes of this report, prominent military positions include all general and flag rank officers
and lesser ranks such as chief of a military service, senior cabinet aide, senior position on the joint
or general staff, commander of a training installation which would be held by a general or flag
officer in the US, military attache to major world capital, or commanders of elite or singular units
with special tasks such as guarding the nation's capitl.

100503 DESCRIPTION OF CIVILIAN RANKS FOR REPORTING PURPOSES.
Civilian graduates under SA training programs achieving positions of.prominence include heads of
state (includes royalty), cabinet and deputy cabinet ministers, ambassadors, members of parliament
and, where known, chiefs of leading business enterprises and other leaders of the civilian
community. Because of the rank structures used around the world, SAOs will often have to use
best judgment in assigning a "US Equivalent Grade."

100504 DATA FORMAT. Data will be composed of an update on individuals previously
reported, if his position or status has changed, and the additionalformer IMS who have achieved
positions of prominence since the last report. Data should be formatted in the following order: (1)
Country; (2) name (last, first, MI); (3) grade; (4) US equivalent grade; (5) prominent positions
held (to include all previous positions of prominence); (6) current position; (7) academic degree (if
appropriate); (8) specific training completed; (8a) course; (8b) place of training (name of
installation); (8c) rank; (8d) year(s) attended; (8e) source of funding (i.e., FMS or IMET); (9) how
the position was obtained (election, appointment, or other).

100505 REPORTING PERIOD AND TIMING. Information should be submitted by
SAOs at the TPMRs. Consolidated information should be submitted by the UCOMs within 30
days after their TPMR.
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CHAPTER 11

MILITARY ASSISTANCE PROGRAM (MAP)

SECTION 1100 -USE OF MAP FUNDS TO FINANCE FOREIGN MILITARY i

j SCTIN 100 US OFMAP SALES

110001 GRANT AID (MAP) FUNDING. This chapter provides implementing proce-
dures for the utilization of MAP funds to finance FMS.

A. Lgalion. Prior to FY 1982, defense articles and defense services were provided
as grant aid through a separate program, the Military Assistance Program, which was administered
under procedures entirely different from those used for FMS. However, effective with the FY
1982 MAP appropriation, FAA Sec 503(a)(3) authorized the transfer of MAP funds to the FMS
Trust Fund (Account 8242) for merger with country trust fund deposits. The law also stipulates
that these MAP funds are to be used solely for payment on obligations of the recipient country for
purchases from the USG made under the AECA. FY 1982 and subsequent MAP appropriations,
except to the extent utilized for prior year supply operations, administrative expenses and FAA Sec
506(a) reimbursements will be implemented under Sec 503(aX3) procedures. These MAP funds
may not legally be used for either (1) funding direct commercial purchases, or (2) financing interest
or repayments of principal or guaranty fees with respect to FFB loans. Funds must be obligated
within the period of availability prescribed in the annual appropriation act or the Continuing
Resolution Authority.

1. Alocati. The State Department determines which country shall receive a
MAP fund allocation and the amount, through inter-agency coordination on a country-by-country
basis. When the allocation is determined, State prepares a program justification for each country
that is to receive MAP funds, and submits these to OMB, requesting apportionment. OMB
reviews requests and submits the approved apportionment to the DSAA, Comptroller.

2. Transfer of Funds. Upon receipt of an approved apportionment of MAP
funds from OMB:

a. The DSAA Budget Division will allocate funds from the MAP Parent
account to the OSD transfer account, where they become available for transfer to the country FMS
Trust Fund. The allocation document will serve as the obligation source document.

b. The DSAA AFD will prepare, as necessary, a disbursement authorization
document (Authorization to Disburse MAP Funds to FMS Trust Fund) directing that DFAS-DEII
prepare and process an SF 1081 (Voucher and Schedule of Withdrawals and Credits) charging the
MAP appropriation and crediting the FMS Trust Fund Receipt account. The validated SF 1081,
which will contain a country breakout, will serve to expend (disburse) MAP funds and to liquidate
MAP obligations simultaneously. No check will be issued.

3. Apnlieation of Formerly MAP Funds. DFAS-DE/I, in processing the SF
1081, will deposit the funds into unique country trust fund MAP clearing accounts identified on the
SF 1081 and'will transfer merged MAP funds from clearing accounts into country trust fund
accounts to:

a. Finance LOAs which specify MAP type of assistance funding.
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b. Satisfy required initial deposits on specific LOAs (MAP portion of financing '•

will be identified in the Terms of Sale of the LOA.) , 4

c. Liquidate arrearages of 90 days or more on customer DD Form 645 FMS
Billing Statements issued quarterly (at specific direction of DSAA Comptroller only).

d. Offset current amounts due and payable on DD Form 645 FMS Billing
Statements (at specific direction of DSAA Comptroller only).

DFAS-DEI1 must ensure that adequate procedures and controls are available to preclude refunds of
merged MAP funds to the foreign purchaser.

4. MAP Fund Accounting and Renorting. The DSAA AFD will maintain
records of obligations and transfers of funds made on the basis of SF 1081s and report to the
Treasury (at the appropriate level) in compliance with Treasury Fiscal Requirements Manual.

5. MAP Retrictions. Procurements financed by merged MAP funds will not be
governed by the delivery procedures and reversionary rights requirements applicable to the
FY 1981 and prior year MAP and to all items transferred under FAA Secs 516, 517, 518, and 519
(see Section 803).

a. Delivery deadlines will not established for purchases financed with
FY 1982 and subsequent year merger funds. Procurement and delivery will be carried out in
accordance with FMS procedures.

b. OSP under FMS cases funded with merged MAP funds is restricted by
AECA Sec 42(c) (see Paragraph 90210).

c. Title transfer for items transferred under the FAA will be the same as for
items transferred under the AECA.

d. Reversionary title rights will not accrue to the US on any defense article
sold under FMS procedures even when merger funds may have been used to finance the purchase
in whole or in part. Accordingly, the recipient countries will not be required, as they are under FY
1981 and prior year MAP as well as FAA Sec 516, 517, 518, and 519 transfers, to return the
article to the US when the article is no longer needed.

e. Restrictions on transfers to a third party, however, will continue to apply,
as they do to all defense articles and services sold under FMS.

6. Section 90006 is also applicable to third party transfers of MAP merger defense
articles.

B. MAP Financed LOAs for Defense Services. P.L. 99-83 amends FAA Sec
503(a) and provides for elimination of the cost of military pay and entitlements if the sales case for
defense services, including training design and construction services, is totally financed by MAP.
Effective 1 October 1985, services provided under Sections 21, 22, or 29 of the AECA shall be
priced to exclude military pay and entitlements (including retired pay accrual) only for those cases
citing MAP funds as the exclusive method of funding in Terms of Sale of the LOA. This pricing *
applies when services are performed regardless of the date of the LOA. Any subsequent *
Amendment or Modification serving to reduce the MAP method of funding below 100 percent shall
require repricing to add military pay and entitlements to the entire case.
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C. EwRdn. The guidance provided in B. above does not apply to FY 1981 and prior *
MAP programs, to those general costs funds programmed in FY 1982 and subsequent years which
are intended for the close-out of those programs, or to emergency drawdowns authorized FAA Sec
506(a). For those program years and funds, management and close out are discussed by separate
guidance, which will be forwarded to applicable addressees. FAA Sec 506 special authority
implementing procedures are provided in Section 1102 of this chapter.

D. Impact of Section 620(g). FAA. and "Brooke Amendment" on Utilization

of MAP Funds.

1. Section 620(q) reads:

No assistance shall be furnished under this Act to any country which is in default,
during a period in excess of six calendar months, in payment to the US of principal
or interest on any loan made to such country under this Act, unless such country
meets its obligations under the loan or unless the President determines that
assistance to such country is in the national interest and notifies the Speaker of the
House of Representatives and the Committee on Foreign Relations of the Senate of
such determination.

2. The "Brooke Amendment" which is an integral part of each recent foreign
assistance and related programs appropriations act and continuing resolution states:

No part of any appropriation contained in this Act shall be used to furnish
assistance to any country which is in default during a period in excess of one
calendar year in payment to the United States of principal or interest on any loan
made to such country by the US pursuant to a program for which funds are
appropriated under this Act.

3. Sanctions under Section 620(q) would be triggered by arrearages of more than six
calendar months on AID-financed loans (Economic Support Fund, etc.) at such time as the
Department of State advises DSAA that no waiver of sanctions is being considered. Sanctions
under the "Brooke Amendment" would be triggered by arrearages of more than one calendar year
on FMS-financed loans (direct or guaranteed) or AID-financed loans.

4. The impact on utilization of MAP funds under both FAA Sec 620(q) and the
"Brooke Amendment" is identical; therefore, refer to Paragraphs 9021 .D.1-4 for the specific
sanctions. [NOTE: Utilization of FMS Credit funds is not impacted by FAA Sec 620(q).]
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SECTION 1101 - USE AND DISPOSAL OF MAP MATERIEL **

110101 GENERAL. This section provides guidance concerning materiel furnished under
the FAA of 1961, as amended. This presently includes materiel furnished under MAP Orders prior
to FY82; FAA Sec 506(a) emergency drawdown authority and similar grant DoD drawdown
authorities not authorized in the FAA; and FAA Secs 516, 517, 518, or 519 (see SAMM section
803). It does not apply to materiel purchased as a result of transfer of MAP funds to the FMS trust
fund (see Section 1100). "Disposal" as discussed in this section means altering disposition so the
foreign holder is no longer responsible for the item. This can occur through demilitarization or, for
items not requiring demilitarization, through fair wear and tear or other destruction and qualified
technical inspection which verifies the item is unserviceable and non-repairable. It can also include
transfer, with military capabilities retained, to other authorized recipients.

110102 LEGAL LIMITATIONS AND RELATED POLICY PROVISIONS.

A. End Use. DSAA, the UCOM, or the SAO do not have the authority to consent on
behalf of the President either (1) to the use of MAP materiel by anyone not an officer, employee, or
agent of the recipient government, or to the transfer of such materiel to anyone not an officer,
employee, or agent of the recipient government, or to the use of such materiel for purposes other
than those for which furnished as identified in FAA Sec 502, or (2) to other disposition (such as
retention solely for public display) of such materiel other than the return to the USG without charge
when no longer needed for the purposes for which furnished. Controlled use of components
(cannibalization) is an !uthorized use for these items. These two Presidential functions under Sec
505(a)(1) and Sec 505(a)(4) have been delegated to the Secretary of State by Sec 1-201(a)(5) of
Executive Order No. 12163.

B. Disnosal and Net Proceeds.

"1. FAA Sec 505(0 provides: "Effective July 1, 1974, no defense article shall be
furnished to any country on a grant basis unless such country shall have agreed that the net
proceeds of sale received by such country in disposing of any weapon, weapons system,
munition, aircraft, military boat, military vessel, or other implement of war received under this
chapter will be paid to the USG and shall be available to pay all official costs of the USG payable
in the currency of that country, including all costs relating to the financing of international
educational and cultural exchange activities in which that country participates under the programs
authorized by the Mutual Education Cultural Exchange Act of 1961. In the case of items which
were delivered prior to 1985, the President may waive the requirement that such net proceeds be
paid to the USG if he determines that to do so is in the national interest of the US." Authority to
grant these waivers has been delegated to the Secretary of State.

a. FAA Sec 505(0 applies to disposals of MAP origin defense articles by
countries which were the recipients of grant aid materiel after 1 July 1974. A 505(0 agreement,
which constitutes a condition of eligibility for re..ipients of grant defense articles programmed in
FY75 and subsequently, was concluded with those countries.

b. A Sec 505(0 agreement is not legally required for countries where no grant
defense articles were programmed after 30 June 1974. Nevertheless, US policy is to require
(unless contrary to an agreement in force on 30 June 1974) r- recipient country commitment to
return to USG the net proceeds of sale whenever country disposal of MAP property is requested.

2. FAA Sec 605(d) provides: "Funds realized by the USG from the sale, transfer, or
disposal of defense articles returned to the USG by a recipient country or international organization
as no longer needed for the p'trpose for which furnished shall be credited to the respective
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appropriation, fund or account used to procure such defense articles or to the appropriation, fund,
or account currently available for the same general purposes.!

3. Any net proceeds from disposal will be reimbursed in US dollars except where
government-to-government arrangements, with DoS representing the USG, specify otherwise.
"Net proceeds" means the balance of the gross proceeds of sale after reasonable administrative
costs of the sale are deducted.

C. Superiion. FAA Sec 623 shows SecDef responsibilities, including [Sec 623(aX3)]

responsibility for "the supervision of end-item use by the recipient countries."

110103 SAO ACTION.

A. MAP Item Sunervision. In order to meet the requirement shown in 110102.C above,
each SAO must work with the country to ensure that a sound process exists for accountability,
including technical inspection and disposal, of US-origin defense articles.

1. The SAO should ensure the country property accountability process specifically
identifies aircraft, ships, radars, armored vehicles, general purpose vehicles, artillery, mortars, and
missiles, including non-consumable/reparable components of those items, which were acquired
under the FAA of 1961, as amended. Utilization reporting for these items (to DSAA, with an
information copy to the UCOM) is required if information is obtained which indicates use contrary
to 110102.A above.

2. Noting the presence and utilization of US origin equipment should be done during
the course of other duties. End-use inspection or FAA materiel-related functions will not justify
SAO budget or personnel authorizations. Note that end-use observation and reporting extends to
items of US origin acquired other than under the FAA, although only monitorship as discussed in
Section 30002.C.12, not supervision as discussed in this section, is required for those items.

B. Excess Determinatioons. SAOs should encourage the country to declare MAP
materiel excess when it is no longer needed and before items deteriorate. Items which are
redistributed to defense forces within the country are not excess under this section.

1. When MAP materiel is determined to be excess, the SAO will ascertain its condition
based, to the extent possible, on total or sample inspection, as appropriate, by qualified US
personnel. When this is not feasible, classification by foreign government authorities may be
accepted-

2. Disposal condition codes in DoD 4160.21-M will be used for turn-in to DRMO or to
obtain DoS disposal approval. Condition Code S (scrap) consumable items not requiring
demilitarization or other special controls are no longer defense articles and may be disposed of
without further US approval.

C. Sempong- SAOs will report, to the managing MILDEP's ILCO with an information
copy to the UCOM, the items listed in 110103.A.1 above which are excess and meet the following
criteria:

1. Have a line item acquisition value of $50,000 or more.

2. In disposal Condition Codes 1 and 2 (unused-good and fair), 4 and 5 (used-good
and fair), and 7 and 8 (repairs required-good and fair).
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3. Are not clearly obsolescent. Unless it is believed that markets exist in other
countries, "obsolescent" may be assumed if items are no longer in DoD inventories and are at least
30 years old or, if this cannot be determined, have been in-country for at least 20 years.

Excess screening reports should show item origin (e.g., "Transferred to country wrder MAP Jan
81"), item description, NSN or part number, quantity, condition, acquisition and current value
(estimated if not available), and any SAO recommendations for disposition.

D. DimnosaL Includindg Redstribution. Transfer of excess MAP materiel previously
reported for screening will be accomplished in accordance with redistribution instructions received
from the item managing activity. Disposal of items not meeting screening criteria above and those
not redistributed as a result of MILDEP/defense agency screening should be completed through
DoD (see 110104.B) or DoS (see 110105).

E. Redistrihutable MAP Property Receint. SAOs in countries receiving
redistributable MAP property will advise the appropriate MILDEP or agency when transfer of the
last article has been completed, ensure that due-ins for items received are canceled, and submit
appropriate program change data to DSAA.

110104 MILDEP/DEFENSE AGENCY DISPOSAL. MILDEPs or defense agencies
will provide any additional guidance required for reporting or redistributing excess MAP, including
non-standard, items under their cognizance.

A. Screening and Redistribution. Unless an approved requirement exists at the time
excess MAP items are reported, the items will be added to those available for transfer approval
under EDA procedures and for sale under the AECA (See Section 80303, but note that EDA
procedures are to be used only for screening purposes. Any AECA LOA sale should show Source
of Supply Code E and "REDISTRIEBUTABLE MAP," underlined, as the last words in the item
description field. EDA Congressional reporting is not required for these items.) Items not taken to
fill SA requirements may be used by DoD. The SAO will be advised to redistribute items based on
screening results or to dispose of the items. DLA will support disposal as discussed below.

B. DisaL The items may be retransferred, through a DRMO, under the AECA (via an
FMS LOA) or the Federal Property and Administrative Services Act of 1949. As stated above,
they are not eligible for redistribution as excess defense articles under SAMM section 80303.

1. Speed (disposal through DoD avoids the requirement for DoS clearance under
Section 110105) and assurance that proper disposal procedures will be followed are principal
reasons to emphasize disposal through a DRMO. This includes instances where the holding
country disposes of items based on arrangements with DRMS, DRMS regional offices, DRMOs,
or representatives of those entities such as disposal assistance teams, in conformity with DoD
disposal standards and under AECA or Trade Security Controls (DoDI 2030.6). Disposal, via
sale, of undemilitarization Category I USML items may be made subject to proper demilitarization
or through an LOA.

2. DoD 4160.21-M and 4160.21-M-1 provide details, including crediting of net
proceeds (see DoD 4160.21-M, Chap 14, Para K.6). LOAs selling MAP items through DRMS
(i.e., not returned to US inventory) must include the following note:

Upon acceptance, the Purchaser should return one signed copy of this LOA to
Defense Financing and Accounting Service-Denver Center, Atn: DFAS-DE/IQM,
6760 Irvington Place, Denver, CO 90279-2000, with payment to attention of
DFAS-DE/IQM and 11 (last digit of current fiscal year) 1082 account.
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110105 DOS DISPOSAL APPROVAL. Disposals through DRMS include Trade
Security Controls, which involve DoS where appropriate. This section applies only where
disposal will not be accomplished through DRMS (that is, where disposal involves transfer directly
to a third party) or where retention of net proceeds is being requested. Unless retention of net
proceeds is approved, these proceeds must be credited to Treasury Miscellaneous Receipts. Any
request for retention of net proceeds or for approval to retransfer to a third party should be
addressed through diplomatic channels to DoS, with an information copy to the Director, DSAA.
Requests should provide the following information for SME or other significant individual items,
or for "lots" of non-SME, low technology, and unclassified minor items:

A. The foreign designation or description of the item, including the name, class,
identification number, or other pertinent descriptive information if a vessel.

B. Former US designation of equipment, including the name, class, identification number,
or other pertinent descriptive information if a vessel.

C. Date of acquisition by the US and original acquisition cost. Date of acquisition of
equipment by the host nation and value of equipment at that time. This should be based on records
if possible. If records are unavailable, best estimates should be provided and described as such.

D. Item condition, using disposal condition codes as the guide; e.g., "Code S (scrap)-has no
value except basic materiel content (destroyed in crash)" or "Code 5 (used, fair)-usable without
repairs but somewhat worn or deteriorated and may soon require repairs."

E. Current estimated value, normally based on expected disposal method; e.g., scrap value
or third party sale with capability retained.

F. Proposed means of disposal; e.g., sale as scrap; sale or donation, following
demilitarization if applicable, to third party; sale to third country. For sales to a third country
without prior demilitarization, also see Section 60004.

G. Whether retention of funds by the host nation is requested and whether the request is
supported by the SAO.

110106 PACKING. CRATING. HANDLING. AND TRANSPORTATION.
PCH&T will be accomplished by the currently owning country unless otherwise stated below.
Rehabilitation costs will be borne by the recipient. Transportation of redistributable MAP property
will be as follows:

A. For redistributable MAP property sold under FMS, the Purchaser will pay PCH&T
costs.

B. Items other than those sold via FMS, including items being returned to DoD, will be
delivered free alongside vessel, with onward transportation funded by the recipient. When these
items are shipped by rail or highway, the releasing country will ship to its border at its expense and
the recipient will pay for onward movement.

C. Ships and aircraft will be delivered in accordance with arrangements made between the
USG and the releasing country.
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I ~~SECTION 1102 . SEC'TION 506 SPEMIA AUTHORITYI

110201 PURPOSE: This section provides procedures for emergency drawdowns authorized
under FAA Sec 506.

110202 SECTION 506(A)

A. J..: If the President determines and reports to Congress in accordance with Section
652 of the FAA that

1. An unforeseen emergency exists which requires immediate military assistance to a
foreign country or international organization; and

2. The emergency requirement cannot be met under the authority of the AECA or
any other law except this section; he may direct, for the purposes of this part, the drawdown of
defense articles from the stocks of DoD, defense services of the DoD, and military education and
training, of an aggregate value not to exceed $75 million in any fiscal year.

B. IntcwlIetskion: FAA Sec 506(a) provides neither funds nor contract authority. It
does not authorize new procurement for contracting in order to provide or replace the material,
services, or training directed. It only authorizes the drawdown of material from DoD stocks and
the provisions of non-contractual services and training from DoD resources for grant as military
assistance under Part IM FAA. The non-contractual services and training costs include TMY costs
incidental to provisions of such services or training. Reimbursement will be dependent upon
subsequent appropriation action. Assistance furnished under FAA Sec 506 is furnished subject to
all other laws and regulations applicable to assistance furished, pursuant to FAA Sec 503(a)(1).

C. Imnlemenation"

1. After an emergency is identified, the Department of State will write a presidential
determination which, after being signed by the President, authorizes DoD to furnish up to a speci-
fied dollar value, military assistance to the country specified in the de naton.

2. DSAA (Operations Directorate), with country, ambassador, SAO, CINC, OJCS,
State Department and OASD (ISA) input, will provie implementing instructions to the appropriate
military department identifying requirements and providing dollar ceiling levels. Pricing will be in
accordance with IMEIrMAP (not FMS rates).

3. MILDEPs will:

a. Drawdown articles or services from DoD assets in accordance witi DSAA
instructions.

b. Submit programming data to the DSAA 1000 system in accordance with
guidance provided in Paragraph 150204 for defense articles and services (excluding training), and
Section 1001 for training.

c. Report deliveries to DSAA in accordance with guidance provided in Section
1502.

d. Provide guidance to implementing activities as to organizational responsibil-
ities in future drawdowns and regarding which DoD appropriations, funds, or accounts are to hold
accounts receivable for drawdowns already complete or in progress.
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4. DSAA will issue an unfunded MAP order to the MILDEP citing .004 limitation.
The MAP order provides a detailed accounting of articles, services, and training and is the basis for
reimbursement to the MILDEPs if funded by Congress.

5. DSAA will monitor the dollar ceiling levels to insure that funding authorizations
are not exceeded. There is no legal authority either to exceed the dollar value specified in the presi-
dential determination or to reimburse IAs for any such excess.

110203 SECTION $06(BM.

A. Law.

1. The authority contained in this section shall be effective for any such emergency
only upon prior notification to the Committee on Foreign Affairs of the House of Representatives,
the Committee on Foreign Relations of the Senate, and the Committee on Appropriations of each
House of Congress.

2. The President shall keep the Congress fully and curreni; informed of all defense
articles, defense services, and military education and training provided under this section.

110204 SECTION 506(C.

A. LaM. There are authorized to be appropriated to the President sums as may be neces-
sary to reimburse the applicable appropriation, fund, or account for defense services and military
education and training provided under this section.

B. I lementation.

1. DSAA will request funds for reimbursement of FAA Sec 506 drawdowns via the
MAP appropriation budget submission.

2. If MAP funds are appropriated by Congress and apportioned by OMB to
reimburse 506(a) authorizations:

a. DSAA will determine share to be provided each IA.

b. DSAA will provide transfer authorization of funds via SF 1151.

c. IAs are responsible to reimburse the appropriate fund, account, or *
appropriation.

d. Reimbursable orders are not authorized in anticipation of Congressional ap-
proval. lAs will only maintain memo entries on accounting reports until the appropriation expires *
for obligation. FAA Sec 632(d) provides that the amount of reimbursement "shall" be credited to *
the "current" available appropriations, funds, or accounts of the agency that furnished the military
assistance.

e. Industrial fund, DBOF, or O&M accounts must absorb the costs until *
apprpriation is enacted.

f. If any commercial transportation costs are involved, US dollars cannot be
used. Use of DTS, MAC, or special airlift mission is authorized.
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CHAPTER 12

LEASES AND LOANS OF DEFENSE ARTICLES

ISECTION 1200- LEASES

120001 AUTHORITY AND PURPOSE.

A. UseofLJ• s,•. Normally, the USG makes defense articles available to foreign
governments by FMS under the AECA. However, there may be exceptional instances in which a
lease agreement would be the most appropriate method whereby US defense articles can be made
available to eligible foreign countries or international organizations. Such arrangements are
authorized under AECA Chap 6 when it is determined that there are compelling foreign policy and
national security reasons for providing such articles on a lease rather than a sales basis, and the
articles are not for the time needed for public use. For example, a foreign government may desire
to obtain a defense article for a short period under a lease for testing purposes to assist it in
determining whether to procure the article in quantity. As another example, the USG may only be
able to respond to an urgent foreign requirement for defense property by making it available from
inventory, but for national defense reasons cannot sell the property and must require its return to
inventory after a specified term. Leases of defense articles to foreign countries or international
organizations will be concluded under AECA Chap 6. Leases or loans to foreign countries or
international organizations under Title 10, USC 2667 are not authorized.

B. DoD Anproval. The approval of the Director, DSAA, must be obtained before
entering into a lease of a defense article with a foreign country or international organization by any
DoD component. DoD components will advise the DSAA and obtain DSAA concurrence before
indicating to a foreign country or international organization that a lease is being favorably
considered or is an available option. The cognizant DoD Component will provide a Determination,
in the format at Table 1200-1, under the cover memorandum at Table 1200-2 for DSAA signature
when the draft lease is provided to the DSAA for coordination and countersignature. Especially
important in this submission are the reason(s) why the defense article(s) are being leased rather
than sold. Detailed rationale must be provided for any proposed lease.

C. Administration.

1. DoD Comnonent Responsibility. The administration of leases is delegated
to the DoD Component logistically responsible for the defense article(s) being leased. This
responsibility includes: Preparing the lease; providing data for Congressional notifications;
maintaining the lease through its effective period; maintaining a record of all items, including
associated tools, GSE, and other material to be recovered at the end of the lease period; ensuring
monitorship of the defense articles during the period of the lease; advising DSAA of non-
compliance by the lessee; ensuring that the lease is properly terminated, extended, or revised;
ensuring that the appropriate rental payment schedule is maintained; ensuring that all related costs
are recovered under FMS procedures; and ensuring that the leased material is returned by the
lessee and restored to its original condition, in accordance with the terms of the lease. Within the
DoD component, a specific individual or activity will be assigned the responsibility for
administering the lease during the lease period, for reporting to DSAA, and for ensuring proper
disposition of the defense article(s) upon expiration or termination of the lease.

2. SAO Resnonsibilities. The US SAO in the host country will be provided a
copy of each lease entered into with the host government, and will assist DoD components in the
direct monitorship of the use of USG owned equipment in the host country. To the best of its
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ability and within the access authorized by the host country, the SAO will observe and report on
the use of the US owned equipment to insure that it is consistent with the terms and conditions of
the lease. Any indications of unauthorized use or non-compliance will be reported to the DoD
component originating the lease and DSAA/OPS-MGT. *

120002 LEASE TERMS AND CONDITIONS.

A. L•aseFormat. The basic lease format at Table 1200-3 will be used for leases of
defense articles to foreign countries or international organizations by DoD Components. This
format may not be altered unless the operational requirements or special circumstances of a specific
lease require a case-specific exception. Further, additional provisions may be added to a specific
lease when determined to be appropriate and with concurrence of the legal office of the DoD
component concerned and with DSAA approval. Specific variations and the rationale for them will
be provided to DSAA in the forwarding memorandum at Table 1200-2. The lease will not be
provided on an LOA, but the LOA will be used for packing, crating, handling, transportation, and
the sale of associated articles and services, including refurbishment of the defense article(s)
required prior to, during, or after the lease period. The LOA will also be used to recover applicable
costs if the article is lost or destroyed during the lease period. The lease will be signed by the
appropriate DoD component and provided to DSAA/OPS-MGT for staffing and countersignature
by DSAA prior to signature by the foreign country representative.

B. L. The cognizant DoD component will assign a permanent lease
designator, unique to a country and implementing agency, to each lease, which is to be separate
and distinct firom the identifier used for FMS cases. The lease designator should be so constructed
that it clearly differentiates the lease from FMS cases. The lease designator will be developed as
follows: Country Code--DoD component Identification--Tri-alpha Identifier. Where no DoD
component Identifier has been established, an X will be used for the DoD component
Identification. This lease designator will be clearly shown on the top of each page of the lease, on
the top of each page of Schedules and Appendices, and on any accompanying documents. The
associated FMS case must reference the lease designator.

C. Durafin.

1. Not to Exceed Five Years. Leases shall be for a fixed duration of time not to
exceed five years and shall provide that, at any time during the leasing period, the USG may
terminate the lease and require the immediate return of the defense article(s). Leases of less than
five years may provide for renewals but the total lease period may not exceed five years. The lease
period will normally begin when the foreign country signs the lease, and provides payment for any
required initial deposit, unless the lease period is otherwise specified within the lease terms and
conditions.

2. Renewals. Renewals of leases by mutual agreement are authorized; however, *

each renewal will require the cognizant DoD component to submit a new lease and determination to
DSAA for staffing and signature. For those renewals which meet the one year Congressional
reporting requirement, the DoD component will also provide to DSAA the required reporting data
in the format at Table 1200-4 at least 60 days prior to the projected date for providing the lease
renewal to the foreign country or international organization.

D. Loss. Destruction. or Damae. Lease terms will make provision for payment for
the loss or destruction of leased articles during the lease period in accordance with the AECA,
Chapter 6. Lease terms will also require the lessee to pay the cost of restoration or replacement
less any value depreciation during the term of the lease if the articles are damaged, lost, or
destroyed while leased. Such costs will be recouped under an FMS transaction. The replacement
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cost will be specified as a fixed sum in the lease agreement and will normally be developed based
on die same c• iderations as payment in Paragraph E, below.

E. Rmtal ymnt The country or international organization must pay in US dollars
all canti incurred by the USG in leasing such articles, including reimbursement for depreciation of
such articles while leased (the rental payment). The charge for depreciation will be based on the
current procurement value, actual acquisition cost (if known), or latest procurement cost. If there
is acurment procmument contract in effect for the DoD component for an item which is identical to
the p to be leased, the current procurement price will be applied, adjusted as appropriate for

iootrwise, the actual or latest procurement cost will apply, adjusted as appropriate for
condition and market value. An administrative charge will not be applied to rental payments
collected under the lease.

F. Crtiflate of Delivery. For the delivery of major items under AECA Chap 6 lease
agreements DSAA or the responsible DoD component may require a certificate of delivery when
custody of the defense article(s) id/are transferred to the foreign customer. The certificate at Table
1200-12 will be used in such instances.

G. wez tns. The provisions of Paragraphs 120002.D and E., above shall not
necessarily apply to leases entered into for purposes of cooperative research or development,
military exercises, or communications or electronics interface projects, or to any defense article
which has passed three quarters of its normal service life. Where a DoD component recommends
an application of authorized exceptions, express authority will be requested from the DSAA,iden*Wfg the authorized exceptions.

120003 COORDINATION.

A. DSA CoardinatLn ResUnlnihilRties. Each proposed lease of defense articles to
a foreign government or international organization requires DoD authorization. The cognizant DoD
cod poe ntwill prepare the proposed lease and will forward it together with the proposed

using the cover memorandum format at Table 1200-2 for DSAA countersignature
and DoS coordination. DSAA Operations Direcnorate will assure appropriate coordination within
OSD., including the DSAA Comptroller, the DSAA Plzas Directorate, DSAA General Counsel, and
with the DoS. DSAA Comptroller will prepare and coordinate the certification to Congress for the
signamre of the DSAA Director if required by AECA Sec 62(a).

B. TI enialtions. USG termination of a lease also requires the coordination process

detailed in Paragraph 120003, above.

120004 CONGRESSIONAL NOTIFICATION.

A. Certification Requirements.

1. Lase of One Year or Longer. Under the provisions of the AECA, Section
62(a), Congress must be notified not less than 30 days before entering into or renewing any
agreement with a foreign country or international organization to lease any defense article for a pe-
riod of one year or longer. Furthermore, AECA Sec 63(a)(1) provides that leases of MDE valued
at $14 million or more, or defense articles valued at $50 million or more, except those for NATO,
NATO member countries, Japan, Australia, or New Zealand may not be entered into or renewed if
the Congress within 30 calendar days after receiving the certification required by Section 62(a)
adopts a joint resolution stating it objects to the proposed lease. Valuation for purpose of Sec
63(aX 1) is in terms of replacement cost as specified in Paragraph 120002.D. above.
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2. Renewals. If a lease for less than one year is renewed one or more times so that
the total period of the original lease and the renewal or renewals equals or exceeds one year, the
renewal which would cause the one year period to be reached or exceeded must be reported to the
Congress 30 days before being entered into or renewed. Renewals of a lease subsequent to a
Congressional notification do not require new notifications, unless such renewals singly or
cumulatively result in an extension of one year or more beyond the lease period previously reported
(including renewal periods notified as possible options).

B. Certification Procedures.

1. Suhmission. AECA Sec 62(a) requires certification to the Speaker of the
House of Representatives, the Chairman of the Committee on Foreign.Relations of the Senate, and
the Chairman of the Committee on Armed Services of the Senate, Such certification must occur
not less than 30 days before the lease agreement is entered into or renewed. To ensure submission
of a timely certification, the cognizant DoD component will forward to the DSAA Operations
Directorate the information in the format at Table 1200-4 at least 60 days prior to the projected date
for providing the lease, lease renewal, or amendment to the foreign country or international
organization for acceptance. When possible a copy of the draft lease will be included as an
attachment to the memorandum. The DSAA Operations Directorate will assure the adequacy of thc
data provided, to include the justification, and the approval of the lease prior to passing on the data
to the FMS Control and Reports Division of the Office of the DSAA Comptroller for the
development of the Congressional notification and its coordination within OSD, including DSAA
Operations (which will obtain DoS concurrence), DSAA Plans (as required), and the DSAA
General Counsel. The DSAA Comptroller will then prepare the AECA Sec 62(a) report to
Congress using the format in Table 1200-5 for signature of the DSAA Director and the cover letters
in Tables 1200-6 through 1200-8.

2. Appro•aili. The original lease agreement in final form and determination must be
provided to DSAA Operations not later than five days before completion of the Congressional noti-
fication period, The DoD component, with coordination from the DSAA Operations Directorate,
may furnish the prospective lessee an unsigned copy of the lease under a cover letter in the format
at Table 1200-9 for leases which do not meet AECA Sec 63 criteria, and Table 1200-10 for leases
which meet the criteria when the lease is reported to the Congress. Thirty days after the
Congressional notification, DSAA Operations will authorize the DoD Component to enter into the
lease. Immediately on signature of the lease by the parties, the DoD Component will assure that
appropriate copies of the lease agreement have been distributed by the country and that any
required initial deposit has been received by the SAAC before the lease is executed.

C. Emergencl Waiver of Congressional Notification Reouirement. AECA
Sec 62(b) authorizes waiver of the Congressional certification requirement described above if the
President determines and immediately reports to Congress that an emergency exists which requires
that the lease be entered into immediately in the national security interests of the US. This authority
has been reserved to the President for his exercise only. In the event of such an emergency, DSAA
will provide instructions to the cognizant DoD component as appropriate to the particular
circumstances.
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120005 FINANCIAL ARRANGEMENTS.

A. Payment Schedules. The lease designator will be used to track the lease in existing
automated systems. Schedule A of each lease will identify the replacement costs of the item(s)
being leased and will identify the schedule for rental payment due to the USG. The payment
schedule will be established on a quarterly billing cycle, compatible with the FMS billing cycle. If
the quarterly cycle does not provide for payment prior to the effective date of the lease, an initial
deposit will be required to assure that payment is received in advance of the month in which rental
is incurred. Billings to the foreign lessee will be based on this schedule of payments and will be
included on a separate DD Form 645 with the country's quarterly FMS billing statement. The
DOD Component will assure that payment schedules are updated for any extensions, delivery
schedule changes, or other amendments which may result in a change to the lease value or schedule
of payments. Receipts from lease rental payments under paragraph 120002.E., above will be
deposited in the Miscellaneous Receipts Accounts by SAAC.

B. Use of FMF or MAP Merger Funds. Use of FMF or MAP funds is not **
authorized for payments of lease rental payments specified in paragraph 120002.E. When
authorized by the DSAA, FMF or MAP funds may be authorized for LOAs prepared in support of
a lease. (See paragraph C. below.) However, leases of aircraft to Andean countries for
counternarcotics purposes may be FMF funded under section 3(g) of the International Narcotics
Control Act of 1990 (P.L. 101-623). In such instances, the entire rental cost of the lease
(including any renewals) will be an initial, one-time payment of the amount which would be the
sales price of the aircraft if it were sold on an LOA.

C. Use.ofLO.A. Costs incurred by the USG incident to the leasing arrangement, *
including the costs referred to in Paragraph 120002.D., must be reimbursed to the USG using an
LOA. Such costs may cover but are not limited to: packaging, crating, handling, transportation, *
and refurbishment of the leased articles prior to and/or upon termination of the lease. Schedule A
of the lease will identify the designator for the related LOA, when known. Also, the LOA will *
identify the lease designator in a special note. The IA, responsible for the administration of the
lease associated LOA, is responsible for reporting costs incurred on the case via the DD Form 1517 *
performance reporting system.

120006 LEASE CLOSURE. Confirmation that a lease, under its cognizance can be closed *
must be provided to DFAS-DE by the responsible DOD component. DFAS-DE will use the format *
at Table 1200-13 to query the responsible DOD component to determine whether lease closure is
possible.

120007 REPORTING.

A. Ouarterlv Report. A report in the format at Table 1200-11 will be submitied, not
later than 30 days after the end of each quarter, to the DSAA Operations Directorate Management
Division with a copy to DFAS-DE by each DOD component which has unexpired leases under its •
cognizance. This report will identify the statutory authority for the lease. *

B. Financial Reiort. On a quarterly basis the SAAC will provide to DSAA Operations
Directorate the financial status of each lease to include the following data: country, lessee, defense
article(s) leased, identified replacement cost of the leased property, funds collected and deposited
or to be deposited to miscellaneous receipts, and amounts due.
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120008 U.S. NAVY SHIPS. For leases of U.S. Navy ships, the guidance in Chapter 2
also applies. These leases will be provided to the DSAA/OPS-MGT for coordination. All other •
Naval ship transfer transactions will be provided to the DSAA Plans Directorate for coordination.
The AECA, Chapter 6 applies to leases of ships authorized in separate, specific legislation unless
such legislation expressly provides otherwise.
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TABLE 1200-1

DETERMINATION REGARDING THE LEASE OF (ARTICLES(S))
TO (COUNTRY OR INTERNATIONAL ORGANIZATION)

PURSUANT TO CHAPTER 6 OF THE ARMS EXPORT CONTROL ACT

Lems Desinato

I hereby determine that (and if applicable--all
associated nonexpendable support equipment, including, but not limited to, tools,
ground support equipment, test equipment and publications) are not for the time
needed for public use.

I further determine that there are compelling foreign policy and national security
reasons for providing such Defense Articles to the (Country or International
Organization) on a lease basis rather than on a sales basis under the Arms Export
Control Act.

(Date) (Signature)

Attachment
a/s

Concur:
State (PM)

TABLE 1200-1. Determination Regarding the Lease of Article(s) to Countries

or International Organizations Pursuant to the AECA, Chapter 6.
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TABLE 1200-2

MEMORANDUM FOR THE DIRECTOR, DEFENSE SECURITY ASSISTANCE AGENCY

SUBJECT: Lea to (Country or International Organization) Under the Authority of the AECA,
Chapter 6; (Lease Desigatora

Attached is a draft lease agreement (Encl 1) for your approval and counter-signature, and a
Determination (Encl 2) for your signature, which provide for the lease of (identify article(s)) to the
(identify country or international organization).

The (DOD Component) considers these defense articles are for the duration of the lease not needed
for public use.

Lease of the defense article(s) identified on Schedule A is required rather than a sale for the
following reason(s):

1.
2.
3.

Recommend you approve the draft lease agreement and sign the Determination.

Attachments
a/s

TABLE 1200-2. Memorandum for the Director, DSAA.
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TABLE 1200-3

(Lease Designator)

LEASE OF

BETWEEN

THE UNITED STATES GOVERNMENT

AND

This LEASE, made as of the (DATE) between the United States
Government (hereinafter called the "Lessor Government") represented by its Department of the

__ _ _ and the GOVERNMENT OF (hereinafter called the
"Lessee Government") represented by its (Ministry of Defense or applicable organization),

WITNESSETH:

WHEREAS, The Lessor Government has determined that (article(s)) and, if applicable, all
associated nonexpendable support equipment (including but not limited to tools, ground support
equipment, test equipment, and publications) (hereinafter referred to as the 'Defense Articles") are
not for the time needed for public use, and

WHEREAS, The Lessor Government has determined that there are compelling foreign policy
and national security reasons for providing such Defense Articles on a lease basis rather than on a
sales basis under the Arms Export Control Act, and

WHEREAS, This lease is made under the authority of Chapter 6 of the Arms Export Control
Act,

NOW THEREFORE, The parties do mutually agree as follows:

1. In consideration of a rental charge as indicated in Schedule A, and the
maintenance and other obligations assumed by the Lessee Government, the Lessor Government
hereby leases to the Lessee Government and the Lessee Government hereby leases from the Lessor
Government the Defense Articles for the period of commencing on the
date first above written and under the terms and conditions set forth in the General Provisions
hereto annexed.

NOTE: Recommended distribution: Original to: MILDEP JAG
Copies to: DSAA

MILDEP SA Activity
SAO

TABLE 1200-3. SAMPLE LEASE.
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2. The Lessor Government shall deliver the Defense Articles to the Lessee Government at
such time and place as may be mutually agreed upon. Such delivery may be evidenced by a
certificate of delivery.

IN WITNESS WHEREOF, Each of the parties has executed this lease as of the day and yew
first above written.

THE UNITED STATES GOVERNMENT

COUNTRY OR INTERNATIONAL
ORGANIZATION

BY By

(Typed Name) (Typed Name)

(Tite (itle)

(Date) (Date)

COUNTERSIGNATURE:

(Typed Name)

Director, Defense Security
Assistance Agencv
(Tide)

(Date)

TABLE 1200-3. (Continued)
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Page ----- of
(Lease Designator)

GENERAL PROVISIONS

1. Operations and Use.

a. Except as may be otherwise authorized by the Lessor Government and except for the
purposes of transfer from and return to the Lessor Government, the Lessee Government shall keep
the Defense Articles in its own possession, custody, and control The Lessee Government shall
not transfer tide to or possession of the Defense Articles to anyone not an officer, employee, or
agent of the Lessee Government and shall not permit any encumbrance or other third party interest
in the defense articles.

b. The Lessee Government shall, except as may be otherwise mutually agreed in writing,
use the items leased hereunder only:

(1) For the purposes specified in the Mutual Defense Assistance Agreement, if any,
between the Lessor Government and the Lessee Government;

(2) For the purposes specified in any bilateral or regional defense treaty to which the
Lessor Government and Lessee Government are both parties, if subparagraph (1) of this paragraph
is inapplicable.

(3) For internal security, individual self-defense, and/or civic action, if
subparagraphs (1) and (2) of this paragraph are inapplicable.

"c. io the extent that any Defense Articles may be classified by the Lessor Government for
security purposes, the Lessee Government shall maintain a similar classification and employ all
measures necessary to preserve such security, equivalent to those employed by the Lessor
Government, throughout the period during which the Lessor Government may maintain such
classification. The Lessor Government will use its best efforts to notify the Lessee Government if
the classification is changed.

2. Initial Condition. The Defense Articles are leased to the Lessee Government on an "as is,
where is" basis without warranty or representation concerning the condition or state of repair of the
Defense Articles or any part thereof or concerning other matters and without any agreement by the
Lessor Government to alter, improve, adapt, or repair the Defense Articles or any part thereof.

3. Conditioning and Transfer Cost. The Lessee Government shall bear the cost of
rendering the Defense Articles operable and transferable and of transferring the Defense Articles
from the United States or other point of origin and back to the place of redelivery. In the event the
Defense Articles are transported by vessel, only U.S. flag vessels may be used, unless waive by
the Lessor Government.

TABLE 1200-3. (Continued)
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4. InsWection and Inventory. Immediately prior to the delivery of the Defense Articles to
the Lessee Government, an inspection of the physical condition of the Defense Articles and an
inventory of all related items may be made by the Lessor Government and the Lessee Government.
A report of the findings shall be made which shall be conclusive evidence as to the physical
condition of said Defense Articles and as to such items as of the time of delivery. A similar
inspection, inventory, and a report may be made by the Lessor Government upon the termination
or expiration of this Lease. The findings of that report shall be conclusive evidence as to the
physical condition of the Defense Articles and as to such items as of the date of termination or
expiration of this Lease. At the election of the Lessor Government, the Lessee Government at its
own cost shall either promptly correct any deficiency or rebuild, replace, or repair any loss of or
damage to the Defense Articles or compensate the Lessor Government for the restoration or
replacement value (less any depreciation in the value as determined by the Lessor Government) of
such correction, rebuilding, replacement, or repair. At the Lessor Government's option, the
Lessee Government at its own cost will remove any alterations or additions to the Defense Articles
or pay the Lessor Government the cost of such removal, as determined by the Lessor Government.
In the absence of removal by the Lessee Government, title to any such alterations or additions shall
vest in the Lessor Government.

5. Maiontenanc. The Lessee Government shall maintain the Defense Articles in good order,
repair, and operable condition and except as provided in paragraph four, shall upon expiration or
termination of this Lease return the Defense Articles in operable condition and in as good condition
as when received, normal wear and tear excepted.

6. Risk orJLos. All risk or loss of or damage to the Defense Articles during the term of this
Lease and until their return to the place of redelivery shall be borne by the Lessee Government.

7. Indemnification. The Lessee Government renounces all claims against the Lessor
Government, its officers, agents, and employees arising out of or incidental to transfer,
possession, maintenance, use, or operation of the Defense Articles or facilities and will indemnify
and hold harmless the Lessor Government, its officers, agents, and employees for any such claims
of third parties and will pay for any loss or damage to Lessor Government property.

8. Alterations. The Lessee Government shall not make any alterations or additions to the
Defense Articles without prior consent of the Lessor Government. All such alterations or additions
shall become the property of the Lessor Government except items paid for by the Lessee
Government which can be readily removed without injury to the Defense Articles and are removed
by the Lessee Government prior to redelivery of the Defense Articles. As a condition of its
approval of any alteration or addition, the Lessor Government may require the Lessee Government
to restore the Defense Articles to their prior condition.

9. Termination. This Lease may be terminated without cost to the Lessor Government:

a. By mutual agreement of the parties;
b. By the Lessee Government on 30-days written notice; or
c. By the Lessor Government at any time. The Lessee Government shall immedi-

ately return the leased Defense Articles at the direction of the Lessor Government. Termination
will be subject to the Lessee Government's residual responsibilities hereunder (e.g., duty to return
leased Defense Articles promptly, to pay costs required hereunder, to indemnify and hold harmless
the Lessor Government, etc.).

TABLE 1200-3. (Continued)
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10. Place of Redelivery. Upon expiration or termination of this lease, the Defense Articles
shall be returned to the Lessor Government (at . or as mutually agreed).

11. lift. Title to the Defense Articles shall remain in the Lessor Government. The Lessee
Government may, however, place the Defense Articles under its Flag, or display its national
insignia when appropriate.

12. Reimbursement for Sunnort. The Lessee Government will pay the Lessor Government
for any services, packing, crating, handling, transportation, spare parts, materials, or other support
furnished for the Defense Articles by the Lessor Government pursuant a Letter of Offer and
Acceptance under the Arms Export Control Act. (FMS Case applies.)

13. Covenant Against Contingent Fees The Lessee Government warrants that no person
or selling agency has been employed or retained to solicit or secure this Lease upon an agreement
or understanding for a commission, percentage, brokerage or contingent fee.

14. Officiat Not to Benefit. No members of or Delegate to Congress of the United States,
or Resident Commissioner of the United States shall be admitted to any share or part of this Lease
or to any benefit that may arise therefrom.

15. Pronrietarv Rights. The Lessee Government will insure, by all means available to it,
protection of proprietary rights in any Defense Article and any plans, specifications, or information
furnished, whether patented or not.

16. Ba11wt When the Lessee performs tests and evaluations on the leased Defense Articles **
and prepares a formal report of the resulting data to be released to a third party, the Lessee will
allow the lessor to observe the test and evaluation and to review the report. The Lessee will obtain
Lessor approval of any release to a third party.

17. Cost of Lessor Government. The Lessee Government agrees to pay in United States
dollars all costs incurred by the Lessor Government in leasing the Defense Articles covered by this
Lease, including without limitation reimbursement for depreciation of such Defense Articles while
leased, the costs of restoration or replacement if the Defense Articles are damaged while leased,
and the replacement costs (less any depreciation in the value during the term of the lease) of the
Defense Articles if the Defense Articles are lost or destroyed while leased, as identified in
Schedule A. Such costs for restoration or replacement will be billed to the Lessee Government
under the Lessor Government's foreign military sales procedures. The rental charge shown in
Schedule A is based on costs identified at the time of signature of this lease and does not relieve the
Lessee Government from liability for other costs in accordance with the provisions of this Lease.

18. DjgLdhuiM. Copies of the accepted Lease will be distributed by the Lessee as follows:

a. (Insert Leasing DOD Component) - Original
b. (Insert U.S. SAO in host country) - copy
c. DFAS-DE - copy and check for initial deposit ,
d. DSAA/OPS-MGT - copy ,

TABLE 1200-3. (Continued)
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SCHEDULE A '
"IDI

LEASE AGREEMENT

BETWEEN

THE UNrIED STATES GOVERNMENT, DEPARTMENT OF THE (LESSOR)

AND

THE GOVERNMENT OF (LESSEE)

I. This Lease Agreement authorizes the use of U.S. Government property identified herein:

RENTAL CHARGE
REPLACEMENT COSTS (INCLUDING DEPRECIATION)

QTY NSN DESCRIPTION UNIT VALUE TOTAL VALUE PER MONTH

A.
B.
C.
D.
E.

TOTAL VALUE $

IH. Rental Payment

A. Initial Payment (with acceptance - as applicable);
B. - Qr FY.: (Amount due) Date Due: (15th day of month preceding quarter)

SQtrFY : (Amount due) Date Due: (15th day of month preceding quarter)

Total Rental $

I1. Related FMS Case Designator (if known) per paragraph 12:

TABLE 1200-3. (Continued)
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TABLE 1200-4

MEMORANDUM FOR THE DIRECIOR FOR OPERATIONS, DSAA

SUBJECT: Certification to Congress of a Lease Under the Authority of the AECA, Chapter 6;
Lease Designator

The following information is provided in connection with the reporting requirement of the AECA,
Section 62(a).

a. Country or International Organization:

b. DoD Component:

c Total Value Replacement Costs (must be same as Schedue A of the Lease Agreement): **

d. Type and Quantity of Equipment (segregate the MDE, indicating value):

e. Security Classification:

f. Duration of Lease:

g. Summary of Lease Terms (to include any special conditions):

h. Total Rental Value (must be same as Schedule A of the Lease Agreement): **

i. Activity of the DOD Component Responsible for Administering Lease:

j. Estimated Date Lease and Determination Will be Provided to the DSAA:

k. Justification (to include reason(s) why defense article(s) is/are being leased rather than
sold under FMS):

(1)
(2)
(3)

1. Action Officer's name, office, and complete telephone number. **

TABLE 1200-4. Memorandum for the Director for Operations, DSAA.
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TABLE 1200-5

TRANSMITAL NO.(NUMBER) - (YEAR)

NOTICE OF PROPOSED LEASE PURSUANT TO SECTION

62 OF THE ARMS EXPORT CONTROL ACT

(i) Prospective Lessee:

(ii) Description of Articles Provided. (Type and Quantity)

(iii) Total Estimated Value: (In terms of replacement cost)

(iv) Terms and Duration of Lease: (Period of LeWrotal Rental/Special Conditions)

(v) Justification: (Explanation/Reasons why defense article is being leased rather than
sold)

Examples:

(a) This (these) article(s) cannot be sold by the DOD Component for current
replacement value/standard price because

(b) This (these) article(s) is/are not needed by the Lessee for its (their) full service
life because

(c) The Lessee has an immediate requirement which cannot be satisfied by sale from
inventory or production because

(vi) Date Delivered to the Congress: (To be inserted by the DSAA)

TABLE 1200-5. Transmittal - Notice of Proposed Lease Pursuant to the AECA,
Section 62.
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TABLE 1200-6

LETTER TO THE HONORABLE SPEAKER OF
THE HOUSE OF REPRESENTATIVES

In reply refer to:
I- ct

Honorable
Speaker of the House of Representatives
Washington, D.C. 20515-0001

Dear Mr. Speaker.

Pursuant to the reporting requirements of Section 62(a) of the Arms Export Control
Act, we are forwarding herwith Transmittal No. (#-Yr).

This transmittal concerns the Department of (MILDEP or DOD activity) proposed
Lea of defense articles to (country).

Sincerely,

Attachments
a/s

TABLE 1200-6. Letter to the Honorable Speaker of the House of Representatives.
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TABLE 1200-7

LETTER TO THE HONORABLE CHAIRMAN,
COMMITTEE ON FOREIGN RELATIONS

In reply refer to:
I- ct

Honorable
Chainman, Committee on Foreign Relations
Washington, D.C. 20510-0001

Dear Mr. Chaiman:

Pursuant to the reporting requirements of Section 62(a) of the Arms Export Control
Act, we are forwarding herewith Transmittal No. (#-Yr).

This transmittal concerns the Department of (MILDEP or DOD activity) proposed
Lease of defense articles to (country),

Sincerely,

Attachments
a/s

TABLE 1200-7. Lett to the Honorable Chairman, Committee on Foreign Relations.
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TABLE 1200-8

LETTER TO THE HONORABLE CHAIRMAN,
COMNMT ON ARMED SERVICES

In reply refer to:
I- ct

Honorable
Chairman, Committee on Armed Services
United States Senate Washington, D.C. 20510-0001

Dear Mr. Chairman:

Pursuant to the reporting requirements of Section 62(a) of the Arms Export Control
Act, we are forwarding herewith Transmittal No. (#-Yr).

This transmittal concerns the Department of (MILDEP or DOD activity) proposed
Lease of defense articles to (country).

Sincerely,

Attachments
a/s

TABLE 1200-8. Letter to the Honorable Chairman, Committee on Armed Services.
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TABLE 1200-9

LETTER TO THE PROSPECTIVE LESSEE ADVISING LESSEE
OF CONGRESSIONAL NOTIFICATION OF A LEASE FOR OVER ONE YEAR

Dear

Enclosed for consideration and analysis by your (Government/Organization) is an
unsigned advance copy of a lease, (Lease Designator).

Section 62 of the Arms Export Control Act requires certification be given to the
Congress of the United States at least 30 days prior to entering into a lease of one
year or longer.

The Department of Defense has transmitted the required certification to the
Congress on (date). You will be advised if any delays arise which would prevent
us from providing the signed lease to your (Government/Organization) on (date).

Should your (Government/Organization) wish to accept this lease, it should await
receipt of the signed lease.

Sincerely,

Enclosure
a/s

TABLE 1200-9. Letter to the Prospective Lessee Advising Lessee of Congressional Notification
of a Lease for Over One Year.
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TABLE 1200-10

LEITER ADVISING LESSEE OF CONGRESSIONAL NOTIFICATION
OF LEASE FOR MDE FOR OVER ONE YEAR

Dear

Enclosed for consideration and analysis by your (Government/Organization) is an
unsigned advance copy of a leasing arrangement; Lease Designator

Section 62 of the Arms Export Control Act requires certification be given to the
Congress of the United States at least 30 days prior to entering into a lease of one
year or longer. Section 63 further provides that a lease of one year or longer of
major defense equipment valued at $14,000,000 or more or defense articles valued
at $50,000,000 or more may not be entered into if the Congress within 30 calendar
days after receiving the certification adopts a joint resolution stating that it objects to
the proposed lease.

The Department of Defense has transmitted the required notification to the Congress
on (date), Assuming that the Congress does not object to the proposed lease, the
enclosed lease will be signed and issued to your (Govemment/Organization) by the
authorized Department of Defense representative on or about (date). In the event
that the Congress should object to this proposed lease, you will be notified
promptly of that fact.

Should your (Government/Organization) wish to accept this lease, it should await
receipt of the. signed lease.

Sincerely,

Enclosure
a/s

TABLE 1200-10. Letter Advising Lessee of Congressional Notification of Lease
for MDE for Over One Year.
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TABLE 1200-11

RCS: DSAA(Q)1146

Prare a report in the format below (classified if necessary) for each lease of any value, providing
for the lease of property to a foreign government or international organization. Leases will be
reported until the property is returned to U.S. custody, or lease is completed by other action.

FORMAT

The following data will be included for all leases:

Lessee:

Lease case designator (if applicable):

Ite••(s):

Date of lease and statutory authority (AECA Sec. 61, 10 USC 2667, Other):

Duration/special terms:

Expiration date:

Replacement value of lease material (when leased):

Total rental or summary of other considerations:

Rental paid to date:

Date lease reported to the Congress (if required under the AECA, Section 62):

Action taken on expired lease or lease due to expire during next quarter:

Lease being renewed:

Date material returned:

Material sold (FMS Case Designator):

Other action status than that above:

TABLE 1200-11. RCS: DSAA(Q)1146
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TABLE 1200-12

CERTIFICATE OF DELIVERY

Pursuant to the provisions of the Lease Agreement executed (this date) between our
respective governments, the undersigned as the authorized representative of the

Government of (insert)

accepts the below described (inset together with its on board equipment from

(insert)

authorized representative of the United States (enter DOD Comonnt)

It=m Nmnlature

Date

US Representative Government of (insert)
Representative

NOTE: Recomnended distribution: Original to: MILDEP JAG
Copies to: DSAA

M]LDEP SA Activity
SAO
DFAS-DE *

TABLE 1200-12. Certificate of Delivery.
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TABLE 1200-13

LEASE CLOSURE INFORMATION

SUBJECT: (Chapter 6. AECA/10 USC 2667) Lease for Case Closure.
(Insert as appropriate)

TO: (Insert DOD Component Address)

References: Lease Case (Insert Designator)

1. Prior to certifying case closure, the Security Assistance Accounting Center (SAAC)
requests the following information:

Property returned to USG custody*
Location Date

or

Property transferred to foreign government ,LOA Designator Date

or Other Authority

Lease extended (renewed)
Date

If lease renewed, provide
lease designator

2. Action, as required above, for lease closure has been completed:

Signed

Title

Agency

3. Please complete above data and return to DFAS-DE, Denver Center, Denver CO 80279
NLT . Point of contact is:

*For 10 USC 2667 leases include confirmation that all financial requirements
are complete.

TABLE 1200-13. LEASE CLOSURE INFORMATION
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SECTION 1201 LOANS O DEFENSE ARTICLES**

120101 SECTION 503 LOANS. Authority to make loans under FAA Sec 503 does not
exist at this time.

120102 LOANS FOR RESEARCH AND DEVELOPMENT PURPOSES. AECA
Sec 65 authorized the loan to a country that is a NATO or major non-NATO ally of materials,
supplies, or equipment for the purpose of carrying out a program of cooperative RDT&E. The
acceptance of a loan or a gift from a country that is a NATO or major non-NATO ally is also
authorized for such purposes. By memo of 27 November 1990, the DepSecDef delegated the
authority to make, accept, and administer such loans to the MILDEPS/Defense Agencies in
coordination with OUSD(A&T)/P. That delegation of authority also specified the following:

A. Loans will be made or accepted or gifts accepted under the terms of a written agreement
signed at the Assistant Secretary/Deputy Agency Director level or higher.

B. Controls will be established to ensure that mutual benefits, inherent in each agreement,
are clearly shown in documentation supporting each loan.

C. A single repository for these agreements and documents will be maintained in each
component/agency. A signed copy of each agreement will be provided to OUSD(A&T/IP.

D. AECA Sec 65 does not provide authority for the exchange of information beyond basic
operational and simple maintenance for test purposes. Accordingly, any exchange of additional
information related to a Section 65 loan or gift may only take place pursuant to an approved test
and evaluation or Data Exchange Agreement, Information Exchange Project, a cooperative research
and development agreement, or coproduction agreement approved in accordance with DoDD
5530.3.

E. Any finding required for these loans is the responsibility of the MILDEP/Defense
Agency.

F. The existence of this authority in no way affects the ability to use Section 61 leases (see
Section 1200) for cooperative research and development purposes.

G. Appropriate security and technology transfer clearances must be obtained for each loan
(or transaction under an agreement, if offices responsible for those clearance so require.)

H. Loan agreements will provide that classified information or material transferred will be
protected in acconrance with applicable security agreements in force.

I. DoD components must provide appropriate legal, fiscal, and industrial base factors
analysis and security plans for each agreement, as specified in DoDD 5530.3.

J. DoD components must provide advance notification to OSD, through OUSD(A&T)/IP 15
days before each loan agreement is entered into. Such advance notification must include the
appropriate legal, fiscal, and industrial base factors analysis and security plans.

K. The loan agreement shall not require either party to provide materials, supplies, or
equipment that would impair its own priorities, requirements, or commitments, or would otherwise
be inconsistent with its national laws or regulations or other international agreements.

1201-1 Change No. 6, 10 May 1994
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L. Transfers of materials, supplies, and equipment under this authority shall be based on the -
principle of reciprocity, although item-for-item exchanges are not expected or required.

M. Loan agreements will either describe or will establish a mechanism to describe how the
type and quantity of materials, supplies, or equipment will meet the objectives of the cooperative
research, development, test, or evaluation to be performed.

N. Loan agreements will provide that the party receiving material, supplies, or equipment
will use the items only to meet the research, development, test, or evaluation objectives specified in
the agreement.

0. Loan agreements will provide that materials, supplies, and equipment loaned or accepted
under the agreements will remain the property of the providing party.

P. The receiving party shall agree to maintain materials, supplies, and equipment in good
order, repair, and operable condition and to return the items in operable condition and in as good
condition as when received, normal wear and tear excepwte, unless the providing party has agreed
that the loaned materials, supplies, or equipment may be expended or otherwise consumed in
connection with the research, development, testing, or evaluation programs without reimbursement
to the providing party.

Q. The receiving party shall agree that no materials, supplies, equipment, or information
transferred to it will be retansferred to any third party without the prior consent of the providing
party.

R. The agreement shall provide that, subject to the limitations of national disclosure policies,
the receiving party will render a report of its use of the materials, supplies, and equipment to the
providing party. This report will be furnished without charge to the providing party.

S. Each loan agreement will set out the intellectual property rights applicable to the transfer
and use of materials, supplies, and equipment and the results of the research, development, test,
and evaluation conducted with the materials, supplies, and equipment.

T. Loan agreements will provide that each party agrees not to assert a claim against the other
for injury, loss, or damage resulting from the use of the materials, supplies, or equipment loaned
by the other party.

U. Consultation with the US Department of Commerce for an assessment of US industrial
base impact and international trade position of US industry may be required on a program-by-
program basis. Such consultation will be conducted by OUSD(A&T) after coordination with
OUSD(P) and OGC.

V. DoD components/agencies may not loan strategic and critical material in the National
Defense Stockpile (provided for under Section 3 of the Strategic and Critical Materials Stock Piling
Act [50 U.S.C. 98b]) if, at the time the loan is to be made, the growth of such material with the
National Defense Stockpile is less than the quantity of such material to be stockpiled, as determined
by the President under Section 3(a) of such Act.

1201-2 Change No. 6, 10 May 1994
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130902 Late Payment Causes 1309-1
130903 SAAC Responsibilities for Collection 1309-1
130904 Further Action on Delinquent Accounts 1309-1
130905 SAAC Holds Accounting Records After

Transfer of Action to State Department 1309-1
130906 Reporting Formats and Frequencies 1309-2
130907 Interest Assessment on Delinquent Debts 1309-2
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CHAPTER THIRTEEN

FINANCIAL PRINCIPLES AND PROCEDURES

] ~SECTION 1300 - GENERAL

130001 PURPOSE. The purpose of this chapter is to provide a general description of the
financial principles and procedures which apply to FMS transactions. It is designed to provide an
overview of FMS financing and the responsibilities of DOD components. Detailed guidance on
financial policies relating to pricing, budgeting, accounting and billing is included in
DOD 7290.3-M. This chapter has a section corresponding to each of the nine chapters contained
in that Manual. See Chapter 14 for additional information concerning SDAF item management.
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ISECTION 1301 - LEGAL PAKRINCIPLE RESPONSIBILITIES ANDPRINCIPLES

130101 LEGAL BACKGROUND. The AECA provides the legal authority for conducting
FMS.

130102 FULL RECOVERY OF COSTS. DOD performs three principal actions during the
life cycle of a sale. First, DOD provides FMS purchasers with P&A estimates and concludes sales
agreements. Second, DOD renders financial billings for costs incurred and accounts for
collections. Finally, DOD delivers the materiel or services. As explained earlier, the AECA and
predecessor legislation generally require that DOD manage the FMS Program at no cost to the USG
except as specifically exempted by legislation. Therefore, DOD financial policies and procedures
for pricing defense materiel and services, administering FMS cases, reporting deliveries of materiel
and services, and rendering FMS billings are designed to fulfill this legal requirement. While the
LOA makes it mandatory for the purchaser to pay for the full value of FMS transactions, regardless
of terms of sale specified for individual cases, it is DOD policy to promptly advise the purchaser of
the need for substantive changes to agreement terms or estimates via either case amendment or
modification, as applicable (see Chapter 8). Misunderstanding by the purchaser of his financial
commitment or of changes to that commitment inevitably results in criticism.

130103 RESPONSIBILITIES.

A. The Assistant Secretary of Defense (Comntroller). The Comptroller,
Department of Defense, establishes FMS financial policies. The Comptroller, DSAA, directs and
supervises the financial implementation of the FMS program. Defense agencies carry out the
financial policies established by the Comptroller, Department of Defense, and implement
procedures promulgated by DSAA.

B. Executive A eent for SAAC. The USAF, as Executive Agent, is responsible for
operating the SAAC, which centrally performs FMS billing, cash collection, Trust Fund
management, and administrative fee accounting for all DOD components.

C. Prenaration and Implementation of DD Form 1513. LOAs. MLLDEPs and
other IAs are responsible for preparing LOAs and for establishing estimated P&A of defense
articles, defense services, and design and construction services offered for sale thereon; developing
payment schedules; preparing and providing any required accompanying data, such as Financial
Analyses, and Termination Liability Worksheets; and initiating and processing such amendments
or modifications as may be appropriate. They are responsible for negotiating terms of sale for cash
sales, in accordance with policy guidance provided by DSAA. They are also responsible for
establishing management systems necessary to insure prompt implementation of FMS agreements
upon receipt of OA from SAAC, including those systems required to finance, account, and report
accomplishment for each individual case. All LOAs and LOIs, as well as amendments and
modifications (except those exempted in Chapter 8), will be submitted to the DSAA Comptroller
(FMS Control Division) for coordination and countersignature prior to submission to the country.

130104 BASIC PRINCIPLES.

A. Recovery of Costs.

1. Payment to Cover Costs. The DOD will conduct financial management of
the FMS program at no cost to the USG except as permitted by the AECA and/or other specific
legislation, and ensure prompt and complete accounting to the FMS purchaser. Achievement of
this end requires a thorough understanding of the policy and procedures for pricing items and
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services furnished, preparation of FMS documents, reporting of delivery, performance or progress
payments, and administering and closing FMS cases by all elements administering the program.

2. Payment in U.S. Dollars. In compliance with the AECA, Annex A of the
DD Form 1513 contains provisions which make it mandatory for the FMS purchaser to pay in
U.S. dollars for the full value of the transaction, regardless of the estimated costs, payment
schedule, or terms of sale specified on the LOA.

B. Cost Recoupment Waivers. Certain charges may be waived by statute. Paragraph
10103 of DOD 7290.3-M lists those that have been approved. Section 720 provides guidance on
submitting requests for recoupment waivers.

1. Waiver of Nonrecurring Charges.

a. The pro rata recoupment charges may be reduced or waived for particular
sales that would significantly advance U.S. interests in standardization with NATO, NATO
member countries, Australia, Japan, or New Zealand. "Waiver" includes reductions. Waivers will
be considered where it is demonstrated that a sale will advance U.S. interests in standardization.
The burden of such demonstration rests with the purchasing foreign government or international
organization. Waivers will be considered on a case-by-case basis taking into account the unique
circumstances of the particular transaction. Waivers must be specific by law and blanket waivers
are not provided by general agreements. Full waivers solely on the basis of standardization may be
granted to eligible countries for which MAP funding has been approved for the current fiscal year.

b. For countries and organizations other than eligible countries for which MAP •
funding has been approved for the current fiscal year, there will be a presumption against granting
a waiver unless additional or unusual benefits can be demonstrated. These benefits must be
identifiable and attributable to a unique military, foreign policy, or economic advantage of the sale.
A description of such benefits will be included in documentation relating to the LOA. Seldom, if *
ever, will NC charges be waived for programs involving offshore production of major
components, unless such programs are subject to the AECA, Section 27.

c. Authority to approve waivers is vested in the SECDEF and delegated to the
Director, DSAA. A waiver request will be considered by DOD only if it is initiated by the country
or international organization involved, and forwarded to the Director, DSAA. The Director, DSAA
is responsible for coordination and for submitting LOAs involving opposing views to the SECDEF
for decision.

d. These charges are exempted by the AECA and the FAA for those countries
and organizations whose LOAs are fully financed with MAP Grant and/or nonrepayable credit ,
funds, effective 21 November 1989.

e. This policy applies to all sales, direct commercial as well as government-to-
government (FMS), and regardless of whether the items involved are classified as MDE or
non-MDE. It does not nullify or modify government-to-government agreements for waiver of NC
or asset use charges that were signed prior to 1 January 1982.

2. Waiver of Tooling Rental Charges for Use of DOD Assets. In cases **
of direct commercial sales to FMS eligible countries, requests for waiver of tooling rental charges
shall be submitted by the contractor to the contracting officer who shall refer the matter through
contracting channels to the Director, DSAA, Attn: DSAA/OPS-E, for decision. Contracting
officers should indicate any potential interference with U.S. requirements prior to forwarding a
waiver request, and assure that the request identifies the total amount of charges involved.
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3. 3gaiver or Reduction of Ounality Assurance. Insoection. Audit and
other Contract Administration Services.

a. Quality assurance and inspection, contract audit services, and other CAS
provided in connection with contracts for defense articles or defense services entered into after
October 29, 1979, by a NATO member country, or pursuant to an LOA with a NATO member
country, may be provided without charge if that government provides such services in accordance
with an agreement on a reciprocal basis to the USG.

b. These services may also be provided without charge in connection with the
placement or administration of any contract for defense articles or defense services pursuant to
NATO infrastructure programs in accordance with an agreement under which the foreign
governments participating in such programs provide such services, without charge, in connection
with similar contracts.

c. Agreements for the provision of such services without charge will be
negotiated by the OUSD(A) and will be implemented by the Director, DSAA, under the authority
of the AECA, Section 21(h)(1); Section 106, P.L. 99-661 (NATO-E3A); and Section 132, P.L.
99-83 (Germany-Patriot). Since the reciprocal nature of providing such services can normally only
be provided on a country-wide basis, agreements for reciprocal waivers will normally not be made
for specific programmatic requirements.

d. A listing of approved reciprocal waiver agreements is provided at Figure **
1301-1. The waiver under each agreement applies only to new FMS LOAs (DD Forms 1513) with
implementation dates, as recorded in DIFS, on or after the Effective Date of the agreement. Figure
1301-1 waivers apply to LOAs as a whole and not to individual LOA lines.

4. Waiver of Administrative Charges for NAMSA FMS Programs.
Section 21(E)(3) AECA provides--"(a) The President may waive the charges for administrative
services that would otherwise be required by paragraph (1)(a) [AECA] in connection with any sale -
to the Maintenance and Supply Agency of the NATO in support of (I) A weapon system
partnership agreement; or (HI) A NATO/SHAPE project. (b) The SECDEF may reimburse the fund
established to carry out Section 43(B) of this Act in the amount of the charges waived under
subpara (a) of this paragraph. Any such reimbursement may be made from any funds available to
the DOD. (c) As used in this paragraph - the term 'weapon system partnership agreement' means
an agreement between two or more member countries of the Maintenance and Supply Agency of
the NATO that (I) is entered into pursuant to the ternis of the charter of that organization; and (II) is
for the common logistic support of a specific weapon system common to the participating
countries; and (III) the term 'NATO/SHAPE project' means a common funded project supported
by allocated credits from NATO bodies or by host nations with NATO infrastructure funds." In
implementing this legislation, the following procedural guidance applies:

a. General -

(1) This legislation is not retroactive; only LOAs implemented after
1 October 1988 are eligible for consideration of FMS administrative charge waivers.

(2) Only NAMSA LOAs in support of weapon system partnership
agreements or NATO/SHAPE projects (i.e., common-funded projects supported by allocated
credits from NATO bodies or by host nations with NATO infrastructure funds) qualify for FMS
administrative charge waivers.

(3) Administrative charges waived under this program must be
reimbursed to the FMS Administrative Account from Program 10 funds controlled by the U.S.
Mission to NATO.
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b. DSAA responsibilities -

(1) Implement the legislation and resolve procedural questions.

(2) Determine applicability to specific requests and, where appropriate,
approve waivers during final staffing of the LOA prior to countersignature.

c. NAMSA responsibilities -

(1) Include in each FMS LOA request a sttemet regarding whether the
LOA qualifies for an administrative charge waiver under this legislation. If a waiver is being
requested, identify the specific NATO/SHAPE project that will be supported by the LOA being
requested and include the following statement: "This is a joint coordinated request with the U.S.
Mission to NATO. The U.S. Mission to NATO certifies intent to reserve and obligate MFP 10
funds for administrative charges waived over the life of the LOA. It further certifies that MFP 10
funds have been obligated in the amount of c-r-half of the administrative charges computed based
on the dollar value of items or service r-timn.,d to be reported as delivered in the first year for all
LOAs."

(2) Provide an information copy to the U.S. Mission to NATO of LOA
requests where an administrative charge waiver is being requested.

(3) For budgeting purposes, NAMSA and the U.S. Mission to NATO
should develop an arrangement whereby NAMSA provides to the U.S. Mission a yearly estimate
of the amount of administrative fee waivers.

d. U.S. Mission to NATO responsibilities -

"(1) Budget for FMS administrative fee charges waived.
(2) Advise DSAA of agreement to reimburse DOD for charges waived

before the LOA is issued t NAMSA.

(3) Develop understanding with NAMSA concerning programs for
which waivers will be supported.

(4) Reserve and obligate MFP 10 funds for administrative charges
waived under this legislation over the life of the LOA. Administrative charges are computed at
three percent of the FMS basic sale price. One and one-half percent of the computed charge will be
recouped as part of the initial deposit. The remaining one and one-half percent will be recouped
based on the dollar value of items or services estimated to be reported as delivered in each year.
For example, on an LOA where deliveries will be evenly distributed over a three year period, with
a basic sale price of $5,000 and a computed administrative charge of $150, obligations would be
recorded as follows: Year one -- $100 (one and one-half percent of $5000 plus one and one-half
percent of $1,667, the estimated delivered value for year one); year two -- $25 (one and one-half
percent of $1,667, the estimated delivered value for year two); and year three - $25 (one and one-
half percent of $1,667, the estimated delivered value for year three).

e. IA responsibilities -

(1) Review NAMSA LOA waiver requests to assure they support
projects cited in the legislation.
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(2) Assure DSAA/OPS has received a copy of LORs where a waiver -r

has been requested by NAMSA.

(3) Ensure that the U.S. Mission to NATO has agreed to rmaiburse
DOD.

(4) Include the following statement of waiver across the lower portion
of Blocks 12-20, 13-21, or 12-18 on the DD Form 1513, 1513-1, or 1513-2 respectively: "This
LOA i in support of (insert tide of the weapon system partnership agreement or NATO/SHAPE
project). Administrative charges waived on this LOA will be reimbursed to the FMS Admin
Account from Program 10 funds controlled by the U.S. Mission to NATO, (insert reference
describing U.S. Mission to NATO documentation). Administrative charges are waived by the
Director, DSAA, under the provisions of Sec 21(EX3)(a) of the AECA."

(5) Include pertinent coirespondence when the LOA is sent to DSAA for
countersignature to allow DSAA to process the waiver.

f. SAAC responsibilities -

(1) Maintain a record of NAMSA LOAs for which an administrative
charge waiver is cited.

(2) Maintain a procedure, coordinated with DSAA and the U.S. Mission
to NATO, to bill and collect funds quarterly for waived charges.

(3) Reimburse the FMS Administrative Account with funds collected

from the U.S. Mission to NATO.

C. Terms of Sale and Tvne of Assistance Codes

1. G elt . .

a. Anolicable Sections of FAA and AECA. An LOA for a sale of
defense articles, defense services, or design and construction services may involve Section
503(aX3) of the FAA (MAP Merger) and/or one or more of the following sections of the AECA.

"* Section 21. Sale from DOD stocks (includes defense articles and services of DOD
personnel except those services provided under Section 29).

"* Section 22. Sale from DOD procurement (includes defense articles and services of
DOD contractor personnel except those services provided under Section 29).

"* Section 23. DOD direct credit extended to a purchaser to finance a sale from DOD
stocks or DOD procumnt

"* Section 24. DOD guaranteed credit extended to a purchaser to finance a sale from DOD
stocks or DOD procurement

"* Section 29. Sale of design and construction services from DOD stocks or procurement.
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b. Use of Terms of Sale on LOAs. Terms of Sale indicate when
payments are required and whether the sales agreement is to be financed on a cash, FMS credit
(repayable or non-repayable) or MAP funding basis. The IA enters the appropriate Terms of Sale
as specified by paragraph 3 below in the "Terms" block (27) of the LOA. If an LOA involves
more than one of these tams, the IA will cite on the LOA all of the applicable terms. *

c. Use of Trpe of Assistance Codes on LOAs. The IA will cite Type
of Assistance codes, as specified in paragraph 3. below, in column (5) of the LOA for each line. *

2. eIrnofSale. Terms of Sale and related statements to be used on LOAs are
as follows:

a. Terms.

(1) "Cash with Accentanee." This term applies when the initial cash
deposit equals the amount in the "Estimated total Costs" line of the LOA. This term will also be *

used for FMSO I even though the initial deposit is less than "Estimated Total Costs."

(2) "Cash Prior to Delivery." Under this term, the USG collects
cash in advance of delivery of defense articles and rendering of defense services and design and
construction services from DOD resources. AECA Secs 21(b) and 29 apply. *

(3) "Dependable Undertaking." Under this term, the USG collects
cash in advance of procurement contract payment requirements. If Section 22(b) is applicable *

based on Presidential action (i.e., payment due 120 days after delivery), add "with 120 days
payment after delivery." The countries showing "U" in the Table 600-1 DU column are authorized
to make direct arrangements with the cognizant DOD component for purchases under a dependable
undertaking transaction.

(4) "Payment on Delivery." Under this term, the USG issues bills to
the purchaser at the time of delivery of defense articles or rendering of defense services from DOD
resources. The first sentence of Section 21(d) of the AECA applies. The IA may use this term .
only pursuant to a written statutory determination by the Director, DSAA, who must find it in the
national interest to do so. If the last sentence of Section 21(d), of the AECA is applicable, based
on Presidential action, modify to read "Payment 120 days after Delivery."

(5) "FM._C~rediLt" This term applies to payment in whole or in part
with FMS credit funds, extended or guaranteed by DOD under AECA Secs 23 and 24 or under
other legislation. If the sales agreement is to be financed only in part with FMS credit funds, the *
IA will also cite in the LOA the appropriate other Terms of Sale and the amounts applicable to each
type of financing. (Note: The Purchaser must request the drawdown of FMS credit funds in
payment of the initial deposit and subsequent payments (if any) in accordance with the LOA
payment schedule. Instructions for processing credit drawdowns are contained in Chapter 9.)

(6) "MAP Merger." This term applies to payment in whole or in part
with MAP funds (FAA Sec 503). If the sales agreement is to be financed only in part with MAP
merger funds, the IA will also cite the appropriate other terms and the amounts applicable to each in
the LOA.
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(7) "FMS Credit (Non.Renayable)." This term applies to payment
for an FMS case wholly financed with non-repayable credit funds thereby qualifying the LOA for
pricing benefits (exclusion of military salaries and NC of research, development, and production of
MDE) as provided for in FAA Sec 503(A)(3) and AECA Sec 21(E). (Procedures for requesting
advances of non-repayable FMS credits are contained in Table 902-3A. These advances are not
automatic, as in the case for MAP merger disbursements. Purchasers should be encouraged to
follow the procedures in Table 903-3A so as not to delay needed disbursements.

b. Related Information.

(1) If more than one of the above Terms of Sale apply to a particular
LOA, the IA will cite all of the appropriate Terms of Sale on the LOA. No attempt should be made
to break out the estimated costs of each or some line items; however, where FMS Credit or MAP
funds are cited a dollar breakout will be shown. Applicable line items for credit will be cod, '
"TAZ." Mixed line items will show "TAZ" and other appropriate 'TA" code. (See Paragraph L.
below.)

(2) If the purchaser is not authorized a Dependable Undertaking for
AECA Sec 22 or Sec 29 sales, the Terms of Sale will be "Cash with Acceptance," unless specific
DSAA approval is obtained. A Financial Annex is required for all LOAs except FMSO I
agreements. Section 1304 discusses the Financial Annex.

3. Tvne of Assistance (TA) Codes.

a. Codes Identified.

- Code 3: Sec 21 (b), AECA; Source of Supply "S", "R", "E".
- Code 4: Mixed Sec 21(b), 22(a), or Sec 29 AECA or source

undetermined; Source of Supply "X".
- Code 5: Sec 22(a), AECA; Source of Supply "P".
- Code 6: Sec 21(d), AECA; Payment on Delivery; Source of

Supply "S", "R", "Ell.
- Code 7: Sec 22(b), AECA; Dependable Undertaking with 120

days payment after delivery; Source of Supply "P".
- Code 8: Sec 21(d), AECA; Stock sales with 120 day payment

Source of Supply "S", "R", "E".
- Code M: Sec 503(a)(3) Foreign Assistance Act, MAP Merger.
- Code N: Sec 23 or 24, AECA; FMS Credit (non-repayable).
- Code U: FMSO I, Source of Supply "P".
- Code V: FMSO II, Source of Supply "S".
- Code Z: Sec 23 or 24, AECA; FMS Credit.

b. Use with Source of Suglily Codes. The Type of Assistance code
may be interchanged when used in column (5) of the LOA. Example: TA3, TAZ. The Source of
Supply codes in the LOA must be determined and indicated independently of TA codes. For
example, the source of supply coding for FMSO II should be "S" and the TA code for FMSO II
should be "TAV" with both designations being shown in column (5) of the LOA. A summary of
Terms of Sale and Type of Assistance Codes is at Table 1301-2.
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D. Financial Administration of the FMS Credit Program. The FMS credit
appropriation and loans guaranteed by DOD provide two sources of initial funding of FMS or
direct commercial sales. Annual requirements are defended before Congress by OSD/DSAA. The
appropriation is administered by DSAA. Customer payments of principal and interest on amounts
loaned are based upon the terms of individual loan agreements. Specific details on FMS credit
management are included in Chapter 9.

E. Multinle Sources of Financing.The purchaser may choose to supplement
available MAP/credit with budgeted national funds. If additional credit/MAP funds become
available to the purchaser, it may then request DSAA approval to amend the LOA to convert the
cash portion to credit/MAP to the extent that such financing is available. A purchasing nation may
also accept an LOA which cites "cash" as the method of payment, and find at a later date that
available national funds are inadequate. In such an instance, the purchaser may request DSAA
approval to use credit/MAP funds, if available, to finance the remaining payments.
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TABLE 1301-1
CONTRACT ADMINISTRATION RECIPROCAL AGREEMENTS

COUNTRY EECTVE DATE IOSTLWAIVED

Canada (CN) 27 Jul 1956 Contract Audit
Quality Assurance and Inspection

United Kingdom (UK) 30 Oct 1979 Contract Audit
30 Dec 1985 Quality Assurance and Inspection

France (FR) 17 Jul 1981 Contract Audit
23 Apr 1986 Quality Assurance and Inspection
23 Apr 1986 Contract Administration Services

Netherlands (NE) 18 Apr 1985 Contract Audit

9 Apr 1982 Quality Assurance and Inspection

Norway 23 Nov 1986 Quality Assurance and Inspection

Italy (IT) 7 Jan 1983 Quality Assurance and Inspection

Belgium (BE) 26 Apr 1983 Quality Assurance and Inspection

Germany (GY) 6 Dec 1985 Contract Audit
6 Dec 1983 Quality Assurance and Inspection

Denmark (DE) 3 Apr 1985 Quality Assurance and Inspection

European Participating 19 Dec 1980 Contract Audit
Governments (EPG) Quality Assurance and Inspection

(F-16 Follow-on Buy)

NATO Integrated 30 Sep 1981 Contract Audit
Communication 6 May 1980 Quality Assurance and Inspection
System Management
Agency (NICSMA)
(N2), (K4)

NATO (All infrastruc- 30 Sep 1981 Contract Audit
ture programs admin- 28 Oct 1980 Quality Assurance and Inspection
istered by a NATO
Command or NATO
Agency)

NATO (All other 10 Feb 1981 Quality Assurance and Inspection
intrastructure pro-
grams administered
by a host country)

NATO E-3A (NI), (K7) Program Full waiver of all contract administration
(K8), (WI) Conception

TABLE 1301-1. Contract Administration Reciprocal Agreements.
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TABLE 1301-2

SUMMARY OF TERMS OF SALE AND TYPE OF ASSISTANCE CODES
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TABLE 1301-3 **

FOREIGN COUNTRIES AND INTERNATIONAL ORGANIZATIONS

AUTHORIZED DIRECT ARRANGEMENTS FOR DEPENDABLE

UNDERTAKING

Data Moved to Table 600-1.

TABLE 1301-3. Foreign Countries and International Organizations Authorized

Direct Arrangements for Dependable Undertaking.
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SSECTION 1302-- BUDGET AUTHORITY

130201 BUDGETARY AUTHORITY FOR FMS ORDERS. To protect the integrity of
the FMS purchaser's financial commitment and to ensure proper accounting for fiscal resources of
the DOD components, DOD uses uniform budgetary controls for FMS agreements. Budgetary
control of an FMS agreement begins after acceptance of the LOA by the purchaser. The purchaser
forwards three signed copies of the accepted agreement to SAAC together with any required initial
deposit. If the terms of sale have been observed by the purchaser, SAAC records acceptance of the
LOA and releases to the IA specific values of OA. The IA must then account for, control, and
report obligations incurred against the authority received. The essence of the budgetary control
system is the "FMS Planning Directive" (DD Form 2061) and the "Request and Approval of FMS
Obligational Authority" (DD Form 2060). Each of these documents form a building block of fiscal
data in support of the "EMS Status of Budget Execution Report" (DD Form 1176).

130202 SECURITY ASSISTANCE BUDGETS

A. PU The administrative implementation of SA programs are financed by funding
from either the FMS Administrative Budget or the MAP Administrative and Overhead Support
Budget. Exceptions to this funding policy are those FMS related costs which are charged directly
to FMS cases and the costs of military personnel involved in administering the IMET Program and
the MAP program at all organizations other than overseas SAOs. The following is a description of
the budgets, the budget process and guidance to assist participating organizations in preparing
FMS administrative, MAP administrative and overhead support, and SAO budgets. Budget
formats and instructions for completion will be supplied in each annual budget call.

B. Financial Resources

1. FMS Administrative Budget. The FMS Administrative Budget is financed
.• by collections from FMS customers derived from the application of an administrative surcharge.

Surcharge collections are made by SAAC as they are earned and are then available for allocation to
finance FMS administrative requirements.

2. MAP Administrative. Overhead Supoort. and SAO.

a. MAP Administrative Budget. MAP and IMET program administrative
and overhead support costs are financed from a combination of annual appropriations in the MAP
account, and reimbursements from the sale of MAP-owned defense articles (MAP inventory of
disposable property returned from recipient countries) which are credited to the current year MAP
account as they occur. MAP funds are appropriated to the President. The President, by Executive
Order #12163, allocates these funds and delegates the authority and responsibility for their
administration to the SECDEF. Therefore, while the MAP appropriation is not part of the DOD
budget, the program and its budgeting, funding, and financial administration are generally subject
to the same controls and regulations as are DOD appropriations. MAP administrative overhead and
support funds are allocated by DSAA to each IA on the basis of MAP Orders and amendments
issued to the IA, in an amount equal to the cumulative total cost of funded lines outstanding for
each IA.

b. SAO••L.g.dgl. All SAO operating costs are financed using FMS
administrative funds (Account #8242) as the carrier account. The portion of SAO costs related to
MAP, IMET, and other non-FMS is financed by a reimbursement of MAP funds into the FMS
Trust Fund. Effective 1 January 1990, military personnel costs in support of SAOs will no longer ,
be reimbursed in accordance with Fair Pricing Legislation, P.L. 101-165. This reimbursement is ,
effected at the DSAA level, The MAP and FMS share of the total SAO worldwide costs is
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calculated by DSAA using data included in each SAO budget submission. Prior to FY 1983, MAP
funds (Account #1080, Budget Project T-20) served as the carrier account and the FMS share of
SAO costs was financed by reimbursement of FMS administrative funds into the MAP account

(1) Assistance-in-Kind. While not a funded program, assistance-in-
kind (AIK) is an asset of some importance which offsets funding requirements at some of our
SAOs. AIK provides rent-free housing and office space, services, utilities and minor equipment
from certain countries under terms of bilateral agreements.

(2) Contributed Currenit. Contributed currencies are solicited and
collected from host countries in accordance with FAA Section 636(h). This section specifies that
countries which receive assistance under the Act contribute local currencies to meet the cost of
contractual and other services rendered in conjunction with such programs, and that foreign
currencies owned by the U.S. be utilized to meet the costs of such contractual and other services.
The amounts of contributed currencies are identified in SAO budgets and reflect an offset to the
total administrative costs of the SAOs to the USG. Contributed currencies received from foreign
countries are deposited in the Treasury Miscellaneous Receipts Account

C. Operation of the FMS Administrative and MAP Administrative Overhead
and Sunport of SAO Budget Systems. A detailed description of the operation of the budget
systems follows.

1. FMS Administrative Fund Budget System/ Procedures.

a. General.

(1) Cost Recovery Policy. FMS program implementation expenses
are recovered from the FMS purchaser through either direct charges included in the costs of the
materials/services being purchased or through specific surcharges which are added to the FMS
sales agreement. An administrative surcharge is added to recover DOD expenses related to the " -

general administration and conduct of the FMS program such as, costs of sales negotiation, case
implementation, financial management, and reports of discrepancy. DOD policy stemming from
the AECA, Sections 21(e)(1)(A) and 43(b)(1) is that those administrative costs incurred primarily
for the benefit of a foreign country are allowable charges against FMS administrative funds and
should be provided for in FMS administrative budgets. As a general rule, FMS administrative
funding is made available to selected DOD organizations actually implementing the FMS program.
Funding is not provided to those organizations responsible for formulating U.S. SA policy, such
as, DOS, OJCS, or USDP.

(2) Financial Management. Financial management of FMS
administrative surcharge funds is the responsibility of the Comptroller, DSAA. SAAC provides
centralized accounting support assisting in FMS program implementation through the collection of
surcharge revenues and the allocation of FMS administrative funds in accordance with DSAA
approved annual funding programs.

(3) P.L. 101-165, "Fair Pricing Legislation," exempts reimbursement **
from the administrative budget for military personnel costs and unfunded civilian retirement costs
supporting the administration of the FMS program. The effective date for exemption of military
personnel costs is 1 January 1990 and the first complete pay period starting in December 1989 for
unfunded civilian retirement.
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b. FMS Administrative Budget Preparation and Anproval Process.

(1) Program Objective Memorandum Guidance. In January of
each year the Comptroller, DSAA provides a five year projection of FMS sales activity and
administrative fund budget planning levels to each of the MILDEPs and DOD agencies
administering the FMS program. Issuance of these multi-year estimates is in cycle with the
issuance of Defense Programming Guidance. The planning levels are developed to assist the
MILDEPs and DOD agencies in determining FMS administrative requirements for use in
formulating their POM.

(2) Budget Call/Budget Submissions. In conjunction with the
POM guidance, DSAA issues an FMS administrative budget call to those MILDEPs and DOD
agencies responsible for the administration of the FMS program. Submission of budget estimates
containing multi-year data and justification information is required as part of the DOD budget
process. For example, the budget call issued in January 1983 requested the following data for
each organization receiving FMS administrative funds:

FY 1982 - Actual obligations
FY 1983 - Estimated actual obligations
FY 1984 - Revised funding estimates with justification
FY 1985 - Initial funding estimates with justification

(3) Prenaration of Budget. Upon receipt of the budget call the
MILDEPs and DOD agencies will prepare and submit their budget requests to the Comptroller,
DSAA in the formats and in accordance with the instructions contained in the call. The DSAA
reviews each submission and establishes approved FMS administrative funding levels for inclusion
in the President's budget as well as an Annual Funding Program (AFP) for the upcoming fiscal
year. The following subjects are highlighted in the development and execution of FMS
administrative budgets.

(a) Facilities Projects. Projects involving construction of new
facilities or expansion of existing facilities, that would normally require Congressional approval in
the military construction budget process, will not be included in FMS administrative budgets.
FMS administrative funds may be used for routine facility maintenance and repair costs in those
instances where the costs can be justified as base operating support costs in accordance with the
criteria outlined in the annual call. Facility rehabilitation projects at dedicated SA activities may
also be financed with FMS administrative funds. Such projects must meet DOD criteria for
approval as O&M Minor Construction (project cost not to exceed $200,000) and must be
specifically identified and justified in the budget request. (Note: Prior approval of DSAA is
required before funds may be obligated for such projects.)

(b) Automated Data Processing. Proiects. In general, FMS
administrative funds may be used to finance system development, investment, and
operating/maintenance costs for existing or new FMS management information systems at
dedicated FMS activities. At non-dedicated activities, ADP costs chargeable to FMS administrative
funds will be based upon an hourly rate for machine time (computers and auxiliary equipment)
based on records which indicate machine time required to produce FMS reports or transactions.
Programing support is chargeable providing the effort meets the criteria for personnel
compensation indicated in the budget call. Requests for new ADP systems (or changes to existing
systems) which require development/investment costs of $100,000 or more and/or an increase to
estimated annual operating/maintenance costs of $200,000 or more must be reported to the DSAA
for approval prior to inclusion in FMS administrative budget requests. Such projects must also be
discretely identified with supporting justification in the budget submission materiel.
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(c) Special Projects. Special projects, such as major program
efforts, special equipment purchases, contract studies, or contracted support, must be separately
identified and justified whenever the estimated cost of the individual project exceeds $50,000.
Examples of projects of this type are the Air Force's SAMIS and the Army's ACOCS-FMS
programs. Specific identification and justification of the project will be accomplished through the
preparation of a complete budget package comparable to that prepared for a separate activity.

(d) Base Operating Support Costs. Base operating support
(BOS) costs encompass numerous management, administrative, and support functions associated
with the operation of a military installation or activity. BOS costs may be included in FMS
administrative budgets only if they are incurred primarily for the benefit of the FMS program.
Section 109 of Public Law 99-83, the International Security and Development Cooperation Act of
1985, excludes from charging to FMS administrative funds "a pro rata share of fixed base
operation costs." Those BOS costs that may be charged to FMS administrative funding are
identified in the annual budget call.

(e) Dedicated SA Activities. For budgeting purposes the
following organizations are considered to be dedicated SA activities: USASAC, NAVILCO,
AFLC-LLC, SAAC, and DISAM. The designation of selected activities as "dedicated" permits
charging some prorated BOS costs to FMS administrative funds. In those instances where a
MILDEP operates a relatively large full-time SA organization, it is reasonable to assume that some
BOS costs are incurred primarily for a foreign country (reference the AECA, Section 43(b)). Since
proration techniques are the most practical method for distributing BOS costs, this technique is
permitted for some BOS costs at "dedicated" activities. However, as indicated in paragraph (d),
P.L. 99-83 excludes from charging to FMS administrative funds a pro rata share of fixed base
operation costs. Congress defined fixed base operation costs to include, among others, costs for
the following: Alcohol and drug abuse program, fire protection, pest control, laundry and dry
cleaning, food service, base chaplain, morale, welfare- and recreation, and restoration of historical
landmarks. In those instances where the full-time SA effort is either concentrated in relatively --.

small subordinate organizations or is scattered through the activity, the use of proration techniques
to allocate BOS costs does not demonstrate that these costs have been incurred primarily for a
foreign country. The annual budget call provides additional guidance on BOS costs.

(f) Billing FMS Administrative Funds for Reimburse-
men.tEarne. In the past, organizations have billed and collected funds without supporting
documentation indicating that the costs were incurred. Organizations with FMS administrative
budgets must assure that reimbursements earned and billed to the administrative funds are based on
documented expenses accruing from actual FMS related administrative work.

(g) Acceleration of Civilian Personnel Costs. The **
development of estimated civilian personnel costs for the FMS Administrative Budget requires the
application of FMS payroll acceleration rates, except the unfunded civilian retirement factor, to the
average annual civilian pay cost to provide for full recovery of the USG's costs. Reference
DOD 7290.3-M, Section 701, for FMS payroll acceleration percentage rates and prescribed
accounting procedures.

(h) Exempted Programs. A small number of FMS cases have
been exempted from the application of FMS administrative charges. The administrative costs
related to these cases are properly funded from service appropriations pursuant to the AECA,
Section 43(a) and should not be charged to FMS administrative funds. The exempted programs
are identified in the annual budget call.
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(4) Issuance and Use of Funds. At the direction of the Comptroller,
DSAA, SAAC issues quarterly funding allotments to each of the organizations for which an AFP
has been established. The MILDEPs are generally permitted to reprogram their FMS
administrative funds between object classes to handle requirements which have changed from those
originally approved by DSAA. Recipients of FMS administrative funds are required to provide
regular accounting reports on the use of the funds and to return end of year unobligated balances to
SAAC within a reasonable amount of time after year end certification.

2. MAP Administrative and Overhead Support and SAO Budget
Systems/Procedures.

a. General. MAP administrative and overhead and SAO support cost
budgets include salaries and allowances, travel, rents, utilities, communications, printing,
contractual services, equipment (including passenger and non-passenger vehicles), PCS travel of
civilian personnel, transportation of things, and temporary additional duty for the purpose of
planning, development, and management of MAP and IMET activities, by the MILDEPs and
MAP, IMET and FMS activities by the SAOs, etc. These procedures apply to all costs in the
following MAP budget projects:

L-10 Transportation Costs
L-20 Packing, Crating, Handling, Port Loading and Unloading Costs
L-40 Storage and Maintenance of MAP Stockpiles
L-60 Logistics Management Expenses
T-10 Administrative Expenses, Departmental and Headquarters
T-20 Military and Defense Organizations designated to perform SA

management functions.

b. Responsibilities.

"(1) Administrative Agency. The MILDEPs have been assigned
Administrative Agency responsibilities for UCOM headquarters by DOD Directive 5100.2,
"Support of the Headquarters of Unified, Specified, and Subordinate Joint Commands." The
MILDEPs have also been assigned Administrative Agency responsibility for SAO administration
and operating support in accordance with DOD Directive 5123.3, "DOD Policy and
Responsibilities Relating to International SA (ISA)," as follows:

(a) Department of the Army. The countries in the EUCOM and
SOUTHCOM areas of responsibility.

(b) Department of the Air Force. The countries in the
CENTCOM area of responsibility.

(c) Department of the Navy. The countries in the PACOM and
LANTCOM area of responsibility.

(2) MAP Budgets/Financial Plans. The MAP budgets/financial
plans for the SAOs, UCOMs, Departmental Headquarters, and subordinate commands will be
prepared in accordance with instructions contained in this Chapter, the annual budget call, and
other DSAA, Administrative Agency, or Command guidelines.

(a) Unified Command Role. UCOMs will prepare their own
budget and also review, determine the adequacy of, revise, if necessary, and consolidate the
budgets from the SAOs in their area of responsibility. They will forward these budgets to DSAA
through the Administrative Agency.
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(b) Administrative Agency Role. The Administrative Agencies
will review and revise, if necessary, the UCOM and SAO budgets as well as review, revise, and
consolidate the Departmental and Headquarters budgets under their jurisdiction prior to forwarding
them to the DSAA.

c. MAP/SAO Budget Cycle.

(1). MAP/SAO Budget Calls. DSAA issues two budget calls each
year requiring submission of budget estimates and supporting justification materiels for the MAP
overhead and support activities and SAO budgets. These are the President's Budget Call and the
Mid-year Review Budget Call.

(a) President's Budget Call. This budget call, usually issued
in mid-April, calls for submission of budget estimates and supporting information on or about 1
July. Submissions in response to this call include the estimated actual costs for the prior year,
revised estimated requirements for the current year (the fiscal year which will commence I
October) and estimates for the budget year for inclusion in the President's Budget. For example,
the submissions for the FY 1991 President's budget would include estimated actual costs for
FY 1989, revised estimates for FY 1990 as well as the initial FY 1991 estimates. DSAA conducts
its review of this submission during July and August to establish approved MAP and SAO budget
estimates for inclusion in the initial submission of the President's budget estimates to the OMB in
September.

(b) Mid-Year Review Budget Call. This budget call is issued
in mid-January calling for submission of estimates and supporting materiels on or about 20 April.
The submission includes prior year actual costs and revised current year operating cost estimates.
The purpose of the submission is to provide a basis for revising the current approved operating
budget to account for necessary fact of life changes. The midyear budget submission should not .
include new projects or programs unless they are of an urgent nature and fully justified. DSAA
conducts its review of the mid-year budgets during April and May and issues revised annual
funding programs and matching funding allocations during June.

d. Develonment and Submission of Budget Estimates.

(1) Budget estimates submitted for the President's Budget Review will be
completed in accordance with instructions in that call.

(2) Budget estimates submitted for the mid-year review will be modified
in accordance with instructions in that call.

(3) UCOMs and all other MAP funded activities will submit to the
appropriate MILDEP MAP administration and support requirements for each SAO, Command
Headquarters, and other MAP funded activity on formats provided in the call. Submissions of
subordinate activities should be reviewed by the UCOMs and adjusted as necessary. Adjustments,
if any, will be reflected on all applicable formats. The UCOM will also prepare consolidated
formats for all activities under its jurisdiction.

(4) The MILDEPs (Administrative Agencies) will:

(a) Review or develop and consolidate departmental and command
MAP administrative and support requirements.
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(b) Review and adjust, as necessary, the requirements submitted by
UCOMs and other subordinate activities. Adjustments, if any, will be reflected on applicable
formats.

(c) Ensure that budgets are appropriately summarized identifying
organizations under the command. Budgets will be assembled in the sequence shown in the call.
Submit budgets to the Comptroller, DSAA.

(1) A quarterly SAO manpower report, RCS: DSAA(Q)1218, based on **
the actual "on-board" strength as of the end of each month, is established to collect data regarding
DOD support of the FMS program. Timely and accurate reporting of required data is essential.
Refer to the sample report in Table 1302-1.

(2) Reimbursement for Revenue Traffic Airlift: DSAA Form
78-001.

(a) Reimbursement is required for airlift transportation costs when
an SAO assigned aircraft is used by organizations other than the SAO for non-SA missions.

(b) DSAA Form 78-001 should be completed and submitted within
two work days after the airlift has been completed. See the sample format in Table 1302-2.
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TABLE 1302-1

MAP/SAO BUDGET REPORTS, INSTRUCTIONS, AND SAMPLE FORMAT

A. The Quarterly Military Manpower Report for MAAGS, Missions, MilGroups, RCS:
1218, will be prepared by each SAO, consolidated and submitted by the UCOM in the following
sample format:

1. Sam Qa
COL I COL 2 COL 3 COL4 COL 5

NUMBER
NUMBER OF OF MONTHS

NUMBER OF MAN MONTHS IN USG PAID
MEMBERS ON BOARD OR AIK

SERVICE RANK ON BOARD DURIN HOUSING

A. Army 0-6 2 4 3
0-4 2 6 3

Subtotal XXXX 4 10 6

B. Navy 0-5 1 3 3
0-2 3 9 -
E-7 2 6 -

Subtotal XXXX 6 18 3

C. AirForce 0-6 3 9 9(3)
0-5 3 8 3
E-6 5 15 -

Subtotal XXXX 11 32 12(3)

D. Marine Corps 0-5 1 3
0-4 1 2

Subtotal XXXX 2 5

E. Coast Guard 0-5 1 3

Subtotal XXXX 1 3 -

F. Total XXXX 24 68 21(3)

( Equals number of months in AIK housing.

TABLE 1302-1. MAP/SAO Budget Reports, Instructions, and Sample Format
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2. Report Instructions. The information required in each of the columns shown
above is as follows:

(a) Column 1. Identify the organization; e.g., Army, Navy, Coast Guard, etc.

(b) Column 2. For each organization list only the numerical ranks for whichmanpower is beingreotd

(c) Column 3. Provide the count, by rank, of the total number of members on
board, based on end of month strengths; e.g., if one 0-6 is on board for all three months and his
replacement is on board at the end of the 3rd month of the reporting period, the total number of 0-
6's to be reported is 2.

(d) Column 4. For each member on board at end of month count one man
month. For example, in Column 3 example above, total number of 0-6 man months to be reported
is4.

(e) Column 5. Indicate the total number of months during the period in which
the members occupied USG owned or leased and AIK provided housing. Occupancy during any
part of a month is counted as the entire month. The total months of AIK housing should be shown
in parenthesis to the right of the total man months in housing.

(f) The report will be submitted no later than the tenth calendar day following
the end of each quarter by message to the following addressees:

- HQ USAF WASHINGTON DC//AF-MPPB//

- DA WASHINGTON DC(/DAPEFMBB-M//

- COMNAVMILPERSCOM WASHINGTON DC//NMPC-713P//

- CMC CC WASHINGTON DC//FDB//

- COMDT COGARD WASHINGTON DC/G-CPI//

An information copy of the report should also be provided to DSAA/Comptroller/ Budget.

B. The Request for Revenue Traffic Airlift DSAA Form 78-001, Figure 1302-2 will be
submitted in the following sample format. Forward the original and one copy together with a
certified statement of actual flying time to DSAA, Attn: Office of Comptroller/Budget Division,
Room 4B659, Pentagon, Washington, DC 20301.

TABLE 1302-1. (Continued)
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TABLE 1302-2 -

DEFENSE SA AGENCY
Washington,.D.C. 20301

Date:
Request No:

REQUEST FOR REVENUE TRAFFIC AIRLIFT

From:

My Chief SAO

Revenue traffic airlift services as described are requested for the following
activity: -

Purpose, date, estimated flying times, and route of non-SA flight mission:

Billing address:

Fund Citation to be shown on billing:

CERTIFICATION BY REOUESTING OFFICIAL: Pursuant to the requirements of
paragraph 6-1.b. of DOD Regulation 4515.13R, I certify that commercial
transportation is neither available, readily obtainable, nor satisfactorily capable of
meeting the requirements. I certify that the requesting office will accept liability for
the reimbursement billing for airlift service provided in response to this request.

(Name & Title of Requesting Official) Signature

For Use by Chief SAO

(Name & Title of Approving Official) Signature

Form DSAA 78-001

TABLE 1302-2. Request for Revenue Traffic Airlift (Form DSAA 78-001).
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-SECTION 1303- ACCOUNTING

130301 FINANCIAL ADMINISTRATION OF THE FMS PROGRAM

A. TIrustFund. A separate trust fund has been established to account for payments
received from customers and disbursements against implemented FMS cases. This fund can be
either cited directly on contracts for the procurement of defense articles or services for that
customer or used to reimburse MILDEP appropriations for deliveries from DOD stocks.

B. SAAC Resnonsibilitv. SAAC has been established as the central DOD office for
dispatching billings to, and receiving payments from FMS customers. It provides the customer
with a single source to which payments can be made -aid queries concerning these payments or
other financial matters can be addressed.

C. Payments to Trust Funds. Cash payments deposited to the customer trust fund
other than for initial deposits are based on requests for funds (FMS Billing Statement, DD Form
645) submitted by SAAC. FMS customers are provided detailed information in support of billings
for defense articles, defense services, design and construction, and related surcharges. SAAC is
responsible for assurance that sufficient cash is available from the foreign government to cover
accrued expenditures, costs to be incurred during the remainder of the current quarter, and to meet
charges to be incurred during the forthcoming 90 day period; such as, contractor progress
payments, contractor holdbacks, potential termination charges, and deliveries from DOD
inventories. Therefore, billings will be the amount shown on the payment schedule (financial
annex) attached to the DD Form 1513, or the quarterly forecast of the financial requirements
accompanying the DD 645 bill, whichever is greater. The quarterly forecast will include accrued
expenditures through the billing cutoff plus estimates of the costs to be incurred on behalf of the
FMS customer through the calendar quarter following the quarter in which the bill will be mailed;
for example, a statement prepared in January (December cutoff with payment due March 15) will
"project financial requirements through June (see Table 1304-2). Accumulation of large
unexpended balances in customer trust accounts for substantial periods must be avoided, except
where related to contract holdbacks and other accrued or potential liabilities.

D. Excess Payments. Payments received for an individual FMS case may be in excess
of the final charges. These funds can be retained in the customer's holding account pending
further instructions (see para 130402C.). Implementing agencies should not enter any remarks on
FMS documents in regard to transferring Purchaser funds from one case to another. Such remarks
can be misleading, contradictory to instructions given to SAAC by the Purchaser, and not effective
if crossleveling is required. Any excess funds on a case are processed to the Purchaser's Trust
Fund and can only be applied to another case at the Purchaser's request.

130302 AUDITS AND INSPECTIONS

A PurR=. This section prescribes the action to be taken by SAOs, UCOMs, and other
activities having responsibilities for MAP, IMET, and FMS programs on audits, inspections, and
reports by GAO; the DODIG; and MILDEP Audit Agencies.

B. Tvnes of Audits/Inspections

1. G AO udt. The GAO is empowered by law and DOD authority to conduct
independent audits of DOD agencies and functions. The audits consist of comprehensive
examinations of an agency's organization, activities, and results of operations. The audit results
are set forth in reports containing findings, conclusions, and recommendations that provide a
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valuable means of identifying problems that require corrective action. Reports of the audit are
made available to the DOD agencies and offices concerned, the SECDEF, OMB, and to Congress.

2. DOD Internal Audits. The MILDEP Audit Agencies are responsible for
providing audit coverage of activities in the U.S. that perform functions under MAP, IMET, and
FMS programs. The DODIG is responsible for providing audit coverage of activities overseas that
perform such functions. Reports of audits are addressed to the audited activity, to the SECDEF,
and to DSAA.

C. Notification of Audits and Inspections. Normally, the GAO and DODIG
provide advance notice of proposed audits/inspections, their scope, and the time of audit. Upon
receipt of notification of audits or inspections relating to MAP, IMET, or FMS activities, DSAA
will advise the applicable UCOM and SAO.

D. Policy Concerning Releasability of DOD Records Relating to MAP and
FMS,

1. Releasability to GAO. It is DOD policy to cooperate with the GAO by
responding quickly to its requests for information, and to allow the GAO access to all pertinent
records, with the following exemptions:

a. Materiel relating to foreign intelligence or counterintelligence activities or
materiel exempt from disclosure to the Comptroller General by statute.

b. Documents originated by non-DOD agencies are released only with consent
of the originating agency.

c. Reports of Military Inspectors General and Criminal Investigations
Organizations are released only on approval of the appropriate departmental secretary.

d. Budget program data for fiscal years not yet presented to the Congress
(including planning documents) are not releasable.

e. Specific authority of USDP is required for access to:

(1) Confidential correspondence exchanged between heads of state,

(2) Presidential memoranda,

(3) Performance evaluation reports,

(4) Internal Executive Branch working papers and memoranda,

(5) Documents revealing sensitive information about the conduct of U.S.
negotiations with foreign countries, and

(6) Other DOD materiel which the Ambassador or major military
component commander considers may be sensitive and could, if revealed, have a serious adverse
effect on the conduct of USG foreign relations or otherwise prejudice the national interests of
the U.S.
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f. When a denial of access to a request for information is contemplated, efforts
should be made to determine if alternative methods exist for accommodating the GAO before
initiating action to formally deny the request. Agencies are required to promptly notify higher
headquarters and the DODIG regarding unresolved issues over access, or contemplated denial of
access to records.

2. Releasability to the DODIG. The DODIG shall not be prevented from
accomplishing its functions as authorized by DODD 5106.1, except that the DODIG shall be
subject to the authority, direction, and control of the SECDEF with respect to audits,
investigations, or the issuance of subpoenas that require access to information concerning:

a. Sensitive operational plans,

b. Intelligence matters,

c. Counterintelligence matters,

d. On-going criminal investigations by other administrative units of DOD
related to national security, and

e. Other matters the disclosure of which would constitute a serious threat to
national security.

E. Relationship with Audit/Inspection Agency. Audits of MAP, IMET, and FMS
will be conducted in accordance with instructions of the MILDEPs and UCOMs relating to audits
and inspections generally.

F. Exit Conference.

1. A letter report on the exit conference conducted by the GAO or the DODIG will be
forwarded within 30 days to the Assistant for Audits and Inspections, Plans Directorate, DSAA.

2. When appropriate, DSAA will be represented during the GAO and DODIG exit
conferences.

G. Action on GAO Draft Reoorts.

1. Comments on GAO draft reports must be provided to the GAO within the 30 days
allowed by P.L. 96-226. The law does not allow GAO to delay issuance of the report, except
under certain circumstances; therefore, the action office must decide quickly whether a response is
essential for accuracy of the report, and whether the response can be provided within the deadline.
If feasible, a meeting should be convened early in the 30 day response period to convey DOD
views to the GAO regarding the draft report, with written comments being prepared and
transmitted as soon thereafter as possible.

2. The UCOM will forward a message report with the following information along
with its comments to the Assistant for Audits and Inspection, Plans Directorate, DSAA, within 25
days from the date of the draft report.

3. Upon receipt of the draft report, the audited agency will:

a. Verify the accuracy and validity of each pertinent finding, conclusion, and
recommendation,
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b. Take suitable corrective action,

c. Submit to the UCOM within 15 days a statement with respect to each
finding, conclusion, and recommendation, giving:

(1) Additional facts,

(2) Concurrence or non-concurrence,

(3) Corrective action taken and anticipated completion date.

H. Action on GAO Final Reports

1. The GAO transmits final reports to Congress and to OMB with information
copies to the SECDEF, the UCOMK and the SAO.

2. Action required on final reports is similar to that required for draft reports.
Comments should not be repetitive but merely update the statement on the draft report. If DOD
was not given an opportunity to respond to the draft reports, audit agencies should take action as
outlined above for draft reports. Legal provision and OMB Circular No. A-50 allow a 60 day
response period for final reports, which must not be exceeded. When the reply must be delayed,
an interim response shall be provided by the established suspense date. The interim response shall
address as many findings, conclusions and recommendations contained in the report as possible,
and state when a final response will be made.

I. Action on DODIG Renorts

1. The DODIG normally provides a draft report upon completion of the audit to
obtain management's comments for inclusion in the final report. The response is usually required
within 60 days from the draft report date. The UCOM will forward a reply incorporating the
following information and its comments to Plans Directorate, DSAA, within 40 days firom the date
of the report transmittal letter.

2. Upon receipt of the draft report, the audited agency will:

a. Verify the accuracy and validity of each finding, conclusion, and
recommendation,

b. Take appropriate corrective action,

c. Submit to the UCOM a statement with respect to each finding, conclusion,
and recommendation, giving:

(1) Additional facts,

(2) Concurrence or non-concurrence,

(3) Corrective action taken and anticipated completion date.

d. Management responses shall explicitly state concurrence or non-concurrence
with audit findings and recommendations. Non-concurrence with findings or recommendations
shall be explained fully.
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J. Corrective Action Follow-Ug.

1. SAOs and UCOMs should provide for positive follow-up corrective action
responses to GAO and DODIG findings and recommendations. In some instances, special reports
on status of corrective action may be required by DSAA. In all cases, the adequacy of corrective
action on audits and inspections may be raised during DSAA staff visits.

2. UCOMs will submit reports to Plans Directorate, DSAA, which reflect, as of 31
March and 30 September, the status of incomplete corrective actions for each applicable GAO and
DODIG report. The reports are due within 30 days of the close of each semi-annual period, and
negative reports are required. Additional guidance on preparation of reports is provided in DOD
Directive 5000.41.

130303 DSAA FINANCIAL MANAGEMENT REVIEW PROGRAM

A. IBakgrounA. The Director, DSAA, is responsible for carefully monitoring the
requirements for and the availability of funds to support FMS programs. Many FMS recipients
have limited resources with which to finance essential defense programs. These factors highlight a
requirement for DOD and the MILDEPs to review the financial status of FMS programs in order
that FMS customers may base programmatic and financial decisions on accurate and timely
information.

B. Purnm. The DSAA Financial Management Review Program (FMRP) (RCN 1150)
was established to identify and resolve current financial problems and to provide an "early
warning" system for emerging problems so that the USG and the customer may have as many
options as possible in resolving these problems. The FMRP constitutes a country-level overview
of a customer's program, taking into account current and projected requirements and anticipated
resources, including FMS credits, MAP grants, and budgeted national funds. This information
can assist FMS customers in managing their resources and in making crucial decisions related to
future FMS purchases. The FMRP does not duplicate or substitute for FMS case financial and
logistical reviews conducted by IAs with in-country counterparts, but ties together individual IA
programs into an overall country financial summary (see Table 1303-1 Sample Tasking Letter for
DSAA RCN 1150).

C. Procedulres,

1. Each quarter, DSAA selects up to four FMS customer programs for review.
DSAA then requests financial data (see Table 1303-2) on a list of cases representing about
90 percent of the ordered value of the FMS program.

2. IAs may be requested to complete a case worksheet furnished by DSAA for
certain cases. The following is an example of data elements that may be included in the worksheet:

a. Total Case Value: "Estimated Cost" (articles/services/administrative/
accessorial value) reflected in block (26) of the 1513 or in block (27) of the latest amendment
(1513- 1) or inodification (1513-2) to the case.

b. Net Case Value: "Estimated Cost" (articles and services value) in block (21)
of the 1513 or in block (22) of the latest amendment (1513-1) or modification (1513-2) to the case.

c. Obligations. The IA's total financial obligations related to the case during
the periods cited on the form, for example, value of contracts let and requisitions issued.
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d. Working Funds. The amount of funds to be expended on behalf of the case .
during the period cited on the form; that is, an estimate of the disbursements (reimbursable and
direct cite) that SAAC will make from the trust fund for deliveries and contractual progress
payments.

e. TI/Contractor Holdback. Estimate of additional funds that should be **
collected for these requirements. [See Chapter 7, Pam 70103.H.3.b.(2).]

f. Estimated Supply Completion Date. The date that all articles will have been
delivered and all services performed. Provide date in YYMM format; for example, Mar 87 would
be 8703.

g. Estimated Closure Date. The date that a Case Closure Certificate will be
submitted to the SAAC. (YYMM)

h. Excess Case Value. Any portion of case value that is in excess of
anticipated total costs.

i. Remarks. Any exceptional circumstances concerning the financial status of
the case; such as, payment schedule front-loaded at customer request; amendment or modification
pending to increase/decrease case value or revise payment schedule; or closure delayed because
case is in litigation.

3. Following consolidation and analysis of the data, DSAA will meet or correspond

with IAs, as appropriate, to follow-up on recommended actions.

130304 C-12 MANAGEMENT

A. Command Relationships. The DSAA, DIA, and the USAF MOU, dated 23
September 1983, provides C-12 aircraft to DSAA to assist in implementing the worldwide SA
mission. In consultation with the appropriate UCOM, DSAA assigned these C-12's overseas to
SAOs on a priority basis. UCOMs provide additional guidance to SAOs on C-12 program
management.

B. Mission. The primary mission of the eleven DSAA dedicated C-12 aircraft is to
support SAO security assistance program management. Other missions may be flown when they
do not have an adverse impact on the SA mission and when they are reimbursed.

1. Security Assistance Missions: These missions must support SA
management responsibilities as outlined in Section 515 of the FAA. Included in this category are
local in-country training, evaluation, and maintenance flights. These missions are financed by SA
administrative funds.

2. Other Missions There is no legal basis to use SAO SA administrative funds
for C-12 flights for other than SAO SA management purposes. Missions flown in the "Other"
category shall be flown on a reimbursable basis. Other missions may be flown only when they
will not impair SA missions and only in compliance with the laws and regulations governing the
use of DOD transportation assets. Examples include: disaster relief, UCOM exercises, visitors
who are on non-SA management business, flights flown in support of the U.S. embassy, U.S.
Defense Representative responsibilities, or flights flown in support of an FMS case which
specifically includes a transportation line. C-12 flights which support Congressional or
Congressional Staff Delegations (CODELs) are also included in this category (See Paragraphs
130304D.2.b.(2) and 130304D.2.c.(1). below).
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C. DSAA C-12 Policies.

1. When SAOs share or jointly use C-12 aircraft, SA missions take precedence over
any other SAO requirements.

2. All C-12 missions flown out of the SAO area of accreditation require prior
justification to, and approval by, the UCOM.

3. The C-12 aircraft shall be used only when such use is more economical then
commercial aircraft or airline services are not available, readily obtainable, or for-reasons which
must be specified, incapable of satisfying the transportation requirements. The C-12 should not be
used if travel requirements can be met when other safe, more cost effective modes of transportation
are available; e.g., rail, automobile, etc. The SAO Chief has the authority to make these decisions.

4. Passenger travel and reimbursement shall be in accordance with DOD 4515.13-R,
Air Transportation Eligibility, January 1980, or by specific UCOM approval before flight, except
in case of emergency.

D. Areas of Special Concern. Three major areas of concern are: Flight authority,
passenger approval/eligibility/reimbursement, and flying hour program management

1. Flight Apnroval Authority:

a. The SAO Chief may approve Flights within his area of accreditation in
support of SA management functions, as specified in Paragraph 130302A.

b. For "Other" missions, established UCOM approval procedures will be
followed and fund cites obtained prior to flight.

c. For DSAA dedicated C-12s, the SAO Chief may approve missions
requested by USAF agencies (usually located in close proximity to the SAO) desiring to use their
own pilots and flying time. If the USAF agency will use the C- 12 on a regular basis, the SAO and
the USAF agency should negotiate a written agreement and forward it through the UCOM to
DSAA for approval. The agreement should outline scheduling priorities, responsibilities, and
administration and shall be consistent with the DSAA/DIA/USAF MOU dated 23 September 1983.
These missions will be approved on a non-interference basis.

d. For DSAA dedicated C- 12s, the SAO Chief will retain responsibility for the
proper use of the C-12 regardless of the agency using or funding the use of the C-12. For DIA
dedicated C-12 aircraft, jointly used by the SAO, the SAO Chief will retain responsibility for
proper C-12 use for SAO missions.

2. Passenger A nnroval/EligibilitvlReimbursement.

a. Passenger eligibility for all DOD aircraft is set out in DOD 4515.13-R. In
brief, normal categories of military travel are permitted to include temporary duty and space-
available travel of military members and dependents, provided that such travel does not interfere
with the primary SA mission. Special categories of passengers may be eligible for C-12 travel if
approved by the appropriate authority as set out in DOD 4515.13-R. NOTE: DSAA dedicated C-
12 missions may not be scheduled solely for rest and recuperation purposes.

b. The SAO Chief is responsible to determine if movement of travellers will
interfere with the SA mission and is therefore the final authority for passenger movement. This
includes authorization of SA travel as well as determination that "Other" travel will not interfere
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with the SA mission. The SAO may also approve space-available travel. In addition, the SAO
Chief has special authority as outlined in DOD 4515.13-R, Paragraph 14.7, for specified American
Embassy personnel, distinguished foreign nationals, key foreign military, and wives of certain
officials under certain conditions.

(1) Spouses of DOD personnel, other than authorized by Paragraph 14.7,
must have ITOs. Due to unique funding of DSAA C-12 operations, these procedures may differ
from other DOD aircraft transportation requirements. In any case, the spouse travel must clearly be
in the national interest and there must be an unquestionable official requirement in which the
spouse is actually to participate.

(2) CODELs warrant special consideration. .The ASD for Legislative
Affairs (ASD/LA) has approval authority for non-sponsored, non-reimbursable flights in support
of CODELs. In addition, sponsored, non-reimbursable CODEL flights outside of the U.S. must be
submitted to SECDEF (DOD 4515.12). In the process of determining the availability of DSAA
dedicated C- 12 aircraft to support a CODEL mission, DSAA will verify to ASD/LA that the aircraft
does not have a higher priority SA requirement. Normally, DSAA will request the appropriate
UCOM to obtain C-12 availability from the SAO. Once a decision has been made to use the DSAA
dedicated C-12, the MILDEP which has been assigned by ASD/LA to support the CODEL should
immediately provide the SAO, UCOM, and DSAA/Plans, TO&MD with a fund cite to support the
missions, as well as list of names of official members of the CODEL, identified by the Chairman
of the Committee which is sponsoring the CODEL, to ensure that all concerned clearly understand
who the authorized passengers are. Pursuant to 31 U.S.C 1108(g), and the rules promulgated
thereunder, such as, DOD 4515.12, 12 December 1964, official members of CODELs may be
authorized passengers on DSAA dedicated C-12 aircraft. On short notice requests, SAOs should
telephone DSAA/Plans, TO&M (AV 224-7976) to resolve questions on CODEL travel. SAOs will
keep the UCOM and DSAA/Plans, TO&M Division informed.

c. The reimbursement requirement for passenger travel is also addressed in
DOD 4515.13-R. If the passenger is on official duty in support of SAO management functions,
he/she is authorized travel and no reimbursement is required. In addition, approval authority for
space-available, non-reimbursable travel for designated individuals is granted to SAO Chiefs by
DOD 4515.13-R, Paragraph 14.7. Embassy requests for permission to transport non-DOD
individuals (outside the authority of Paragraph 14.7) shall be in accordance with Department of
State Foreign Affairs Manual Volume 6, Section 185 (6 FAM 185), 18 December 1987, as
amended to ensure proper inter-agency coordination. Note that DOS requires that 6 FAM 185
procedures be followed by all non-DOD elements of the Embassy. All other passengers must fall
under the purview of DOD 4515-13-R, Paragraph 14.7 as non-reimbursable, or they must
reimburse DSAA for their travel.

(1) While some CODEL missions may be considered by DSAA and SAOs
to be SA missions, there is no authority for the use of SA administrative funds to support non-SA
CODEL missions on DSAA dedicated C-12 aircraft. CODEL mission funding will be the
responsibility of the MILDEP tasked by ASD/LA to support the CODEL. The cost for the CODEL
mission will be reported by the SAO via DSAA Form 78-001 to the DSAA Comptroller-Budget
Division for reimbursement action

(2) For reimbursable travel, there is no seat mile rate for DSAA dedicated
C-12 aircraft. Flying hour rates shall be used. Questions may be directed to DSAA/Comptroller-
Budget.

3. Flying Hour Program Management: The responsibilities of SAOs,
UCOMs, and DSAA are stated in the following paragraph.
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E Responsibilities.

1. SAO Responsibilities:

a. SAOs will provide DSAA, through the appropriate UCOM, the flying hour
programs for the yearly budget in accordance with criteria established by this manual and
DSAA/Comptroller annual budget calL

b. SAOs are required to submit monthly activity reports to the C-12 System
Manager in accordance with the 2852 Air Base Group (ABG/XP), McClellen AFB, CA 95652-
5000 and DSAA C-12 Support Agreement FB2049-84200-647, Appendix B, 14 October 1987.

c. SAOs will provide the UCOM with copies of all MOUs between the SAO
and other organizations where a shared or joint use agreement is in effect.

d. The SAO is responsible for completing DSAA Form(s) 78-001, "Request
for Revenue Traffic Aircraft", and a memorandum certifying actual flying time, for each
reimbursable flight and for mailing these forms to DSAA/Comptroller-Budget, Pentagon,
Washington DC 20301-2800 as soon as practical (not later than ten working days after the date of
the flight). For additional guidance see SAMM Chapter 13, Section 1302, Paragraph
130202.C.2.e.(2).

e. The SAO will keep the appropriate UCOM and DSAA/Plans TO&MD
informed on all CODEL missions, as appropriate.

f. The SAO will provide DSAA information pertaining to changes in overall
flying hour program requirements as soon as possible. Changes to flying hour programs, or
movement of aircraft, can require a lead time of six months to become effective.

g. The SAO Chief will ensure that SAO complies with this section as well as
guidance which may be provided by the UCOM. Questions regarding this section should be
directed to DSAA/Plans, TO&MD, through the appropriate UCOM C-12 Point of Contact.

2. UCOM Resnonsibilities:

Sa. UCOMs are charged with administrative oversight of DSAA dedicated C-12
aircraft in their area of accreditation consistent with applicable guidelines and directives to ensure
safe and efficient use of these resources.

b. UCOM will keep the Director, DSAA informed of problems or issues
resulting from reviews of SAO monthly reports, or other sources, to include corrective action(s)
underway.

c. The UCOM will explain to DSAA/Comptroller, Budget not later than 30
days after any flight of DSAA dedicated C-12 aircraft of "other" missions without proposed
reimbursenent from other than UCOM operations and maintenance funds.

d. The UCOM will assist SAOs in obtaining fund cites for "Other" missions,
as necessary, prior to the mission.

e. The UCOM will maintain copies of all MOUs between SAOs and other
organizations for joint or shared use of DSAA dedicated C-12 aircraft.
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3. DSAA Responsibilities:

a. DSAA/Compunller-Budget Division:

(1) Obtain funding and establish approved flying hour budgets for SAOs.

(2) Administer reimbursement to the USAF for the total cost of the SAO
flying hour program to include the maintenance contract costs, engine ovehaul, and fuel

(3) Process DSAA Forms 78-001 submitted by SAOs.

(4) Establish annual flying hour program reporting requirements.

(5) Provide annual flying hour requirnents to the C-12 System Manager
at Sacramento Air Logistics Center.

b. DSAA/Plans-Training, Organization, and Manpower Division:

(1) Provide policy and program guidance on management of DSAAdedicated C- 12aicft

(2) DSAA office of primary responsibility for Internal Management
Control (IMC) reporting on C-12 aircraft to higher authority.

(3) DSAA office of primary responsibility on the DIA/DSAA/JSAF C-12
MOU.

(4) DSAA point of contact for CODEL traveL

(5) DSAA POC for 2852 ABG/DSAA Support Agreement.
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TABLE 1303-1

SAMPLE TASKING LETTER FOR DSAA RCN 1150

In reply refer to:
I-.J 85

MEMORANDUM FOR THE COMMANDER, U.S. ARMY SECURITY ASSISTANCE
CENTER (AMSAC-RP)

CHIEF, PLANS, PROGRAMS AND ANALYSIS BRANCH (OP-631)
CHIEF OF NAVAL OPERATIONS
DEPARTMENT OF THE NAVY
CHIEF, POLICY AND MANAGEMENT DIVISION (AF/PRIM)
DIRECTORATE OF INTIERNATIONAL PROGRAMS
DEPARTMENT OF THE AIR FORCE

SUBJECT: Financial Management Reviews for (COUNTRIES) (DSAA RCN 1150)

Reference: SAMM, Chapter 13, Section III

The reference outlines the objectives and procedures of the financial management
reviews conducted under DSAA Reports Control Number AR 1150.

Our next review will cover (COUNTRIES) . A list of cases to be reviewed is at
Attachment I. Each IA is requested to complete the financial data form at Attachment 2 for
each of the selected FMS cases. IAs should consolidate data from subordinate activities
and forward a single response to DSAA. Your response should include the name and
phone number of the IA point of contact.

Due dates for submission of the data are indicated below, along with the DSAA
primary points of contact. If you encounter any difficulty in meeting these dates, please
advise us of the reasons for the delay and the date the information can be provided.

Countr Due Date DSAA Point of Contact

Questions concerning these reviews may be referred to the above-listed points of
contact, Pentagon extensions 41173 or 47097.

[Signature]
Chief, Financial Management Division

Attachment
a/s

TABLE 1303-1. SAMPLE TASKING LEITER FOR DSAA RCN 1150.
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TABLE 1303-2

SOURCES OF DATA REVIEWED

DSAA 1288 SYSTEM DSAA &1&1

Case listing (909 coverage) MAP and PMSCR 1ogrim dan
Case desriptions Totals
LORs Committed
Offers outstanding Disbursed
Accepted/Unimplemented Uncommitted

Undisb•sed
Commercial contracts
FMSCR repayment schedules

SAACRIU IMPlR MINr . A.fi•NTRgq

Case values Obligations
Deliveries Multi-year working funds (disbursements)
Undelivered values Reserves for termination liability &
Disbursed/udelivered contractor holdback

progress payments Estimated supply completion dates
Computed termination Estimated closure dates

liability Estimated exces progrmn value
Unearned advances Potential shortfalls
Collections

Treasury cash
Available cash
FRB balances
Holding accounts

FRB arrearages
Billing history and forecast
Disbursement history
Case closure certificate inventories
Crossleveling agreements

SAOs-CUSTOMlRS

Potential new sales requests
Potential funding for new sales requests
Budgeting data

FMSCR/MAP
Cash (national funds)

TABLE 1303-2. SOURCES OF DATA FOR RCN 1150.
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"SECTION 1304 - CASH MANAGEMENT

130401 FINANCIAL ANNEX TO THE DD FORM 1513

A. Pur. To improve the quality of payment schedules attached to LOAs, Paragraph
130401B, this section, provides criteria for payment schedule preparation. The financial annex
payment schedule provides the purciiaser with a reference to his financial commitment. A sample
of the Financial Annex is shown at Table 1304-2.

B. PaTht Schedule. Ile payment schedule should project quarterly payments due as
of the 15th day of the last month of each calendar quarter. Each deposit amount should be
sufficient to cover all costs and contingencies anticipated to be incurred on the purchaser's behalf
during the succeeding quarter, plus a reserve to cover TL (for sales from procurement).
Specifically, the deposits should provide for incremental payment of materiel, services,
administrative charges, accessorial charges, contractor holdback, TIt, NC recoupment charges,
asset use, and any other applicable contingency or add-on costs.

C. Prelaration of Payment Schedules.

1. General. The preparation of payment schedules requires budgetary estimates
under conditions of inflationary uncertainty and uncertainty as to the specific dates when:
purchasers will accept and return the LOA for implementation; requisitions for items will be
initiated; contracts will be let; progress payments must be made to contractors; deliveries of items,
particularly spare parts and support equipment, will occur, and personnel costs will be incurred.

2. Creterj. A payment schedule must be developed for each case. In general,
payment schedules will include estimates of outlays for sales from DOD stocks, sales from
procurement, DOD services and training, administrative, accessorial, and transportation charges.
The paragraphs that follow provide criteria for developing payment schedules in anticipation of
these costs:

a. Timing and Amount of Payments. All payment dates on Financial
Annexes other than initial deposits should be 15 days before the end of each calendar year quarter
(15 December, 15 March, 15 June, 15 September). Payment amounts should equal the anticipated
outlays for the next 90 days after payment date. The timing and amounts of claims for payment
will coincide with existing FMS billing procedures as described in DOD 7290.3-M. The payment
schedule should specify the initial deposit required at the time of case acceptance. The amount of
initial deposit must be sufficient to cover outlays/deliveries anticipated until the first follow-on
payment is schedu ed for receipt.

b. Uncertain Date of Accentance. When the exact date a purchaser will
accept an LOA is uncertain, and a payment is needed a specific number of days after that
acceptance, assume that the purchaser will accept the LOA 60 days after it is offered, and specify
the first payment date accordingly.

c. Materiel from-Stock. The schedule for payments related to materiel to
be sold from stock will be based on estimated deliveries during each 90 day period following the
quarterly payment dates cited in paragraph a. above. The basis of forecasting anticipated delivery
will be the use of historical delivery information of specific generic codes and other materiel
categories and should be supported by an analysis showing the means of forecasting.
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d. Materiel from Procurement. Payment schedules for materiel obtained
through procurement requiring progress payments to contractors will be estimated based on
historical cost curves. These curves should be systematically developed for all major DOD weapon
systems and should be reviewed periodically for validity. Payment schedules should include
estimated disbursements to contractors, an appropriate contract hold-back percentage, and a reserve
for TL.

e. Concurrent Spare Parts. For case lines involving concurrent spare
parts, estimate dollar deliveries consistent with the delivery of the end items being supported.

f. Purchaser-Initiated Requisitions. For cases involving purchaser-
initiated requisitions, such as blanket order cases expressed in dollars, over a one-year period,
phase payments quarterly for one-fourth of the estimated case value. The first payment should be
scheduled 90 days after the estimated date of case acceptance and initial deposit.

g. Personal Services. For cases involving personal services, develop a
monthly phasing based upon the scheduled dates and elements of cost of the services being
provided.

h. Training Cases. For training cases involving foreign student entry into
courses, schedule the payment in consonance with known or estimated entry into the training
courses involved. Open-end or blanket order training cases will require an initial deposit of
25 percent when the case exceeds $25,000.

i. Royalties or Pro-Rata NC Charges. For cases involving royalties or
pro-rata NCs, schedule the payment in consonance with production schedules of the end item for .
which the payment is being collected.

j. Administrative and Accessorial Charges. Schedule administrative
and accessorial costs in consonance with payment schedules for the primary items or services
being provided under the case. However, one half of the administrative fee reflected in block 23 of
the DD Form 1513 will normally be required with acceptance of the LOA.

D. Initial DeposiL To accept an LOA, the purchaser is required to make an initial
deposit equal to a portion or all of the estimated value of the FMS agreement. The terms of sale,
type of case, projected date of delivery or performance of services, anticipated date of LOA
acceptance, and source of supply all have a bearing on the amount of initial deposit.

I. The amount of the initial deposit will be determined as follows:

a. Cash with acceptance, i.e., full case value as initial deposit, is required if
delivery of the defense article or service is within 90 days of LOA acceptance, or if total
performance is anticipated to be completed before SAAC can bill and collect additional payments
(see Table 1304-2).

b. Cash with acceptance is also required for cash sales from procurement if the
purchaser is not authorized direct arrangements for dependable undertaking (and, accordingly, is
not listed in Table 1301-3), unless DSAA has approved other financing terms.

c. Initial deposit should be one-half of the administrative surcharge shown in
block 23 of the DD Form 1513, if there will be no performance on the case during the period
covered by the initial deposit.
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d. Initial deposit must include a reserve for TL and contractor holdback, if
items will be placed on contract during the initial deposit period. The TL portion of the initial
deposit is the amount of USG liability if the contract should be terminated during the period
covered by the initial deposit, not the full amount of TL that may be required during the life of the
case.

e. DOD 7290.3-M provides special guidance for computing initial deposits for
FMSO I agreements.

2. The purchaser is responsible for forwarding the initial deposit to SAAC by check
or wire transfer at the time of and as an integral part of accepting the DD Form 1513. In the
absence of such payment, there is no binding agreement that can be implemented. If the purchaser
has excess funds in his FMS Trust Fund Holding Account, he may request use of these funds to
pay initial deposits.

E. Accuracy of Pricing and Payment Schedules.

1. Need for Accuracy. Historically, a major area of purchaser concern has been
the rapid change in pricing and financial commitments after acceptance of FMS agreements.
Purchasers are concerned that the amounts they are required to pay on the DD Form 645, FMS
Billing Statements, often differ significantly from the amounts estimated in the LOAs and related
payment schedules. Inaccurate payment schedules hamper financial planning on the part of
purchasers and, as a result, they must obtain emergency funds from (or must return monies to)
their parliamentary bodies.

2. Effect of Inaccuracies on Customers. Since purchasing governments
typically have budgetary practices that are as involved as our own, emergency funding may not be
available in time to avoid penalty interest assessments on delinquent FMS debts. Interest charges
for late payments are difficult to defend when the cause for delinquency is attributable to inaccurate
pricing and inflated payment schedules provided to the purchasers by DOD.

3. Prohibition on Front-Loading of Payment Schedules. LOA payment
schedules should reflect the case manager's best estimate of financial requirements. Requests from
FMS purchasers to front-load FMS case payment schedules must be coordinated with DSAA
Operations and Comptroller prior to submission of the LOA for countersignature. A copy of the
purchaser's request must be included in the coordination package. In addition, the amount of
acceleration involved with the proposed schedule and the type(s) of financing involved should be
identified.

F. Re'visions to Payment Schedule.

I. lAs will revise LOA payment schedules as outlined in paragraph 2 below. A new
payment schedule should be furnished whenever a substantive change in payment requirements is
evident. SAAC will bill in accordance with payment schedules so long as payment schedules are
realistically in line with financial requirements.

2. lAs will establish formal procedures for the review and revision of FMS case
payment schedules as follows:

(a) The payment schedule should be evaluated each time a DD IF t 1513-1 or
1513-2 is issued that affects case or line values.
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(b) Payment schedules for cases with performance extending beyond two years F--.
should be reviewed as indicated below:

Total Case Value Review reM nc
$100 million or less Annually
$100-$500 million Semi-annually
$500 million or above Quarterly

(c) If the review discloses that actual disbursements and payables vary from
estimated disbursements by more than 10 percent, IAs should give priority to revising applicable
payment schedules.

(d) IAs will monitor the contract award date contained in the Financial Analysis
(SAMM, Paragraph 70103H.3.a.(4)(g) provided with each new LOA. If the contract award date
slips, the payment schedule should be adjusted by DD Form 1513-2, within 30 days of contract
award.

3. Except in emergency situations, payment schedule changes will be provided to
SAAC via a DD Form 1513-2 or DD Form 1513-1.

4. On an emergency basis, when immediate suspension or modification of the billed
amount is required, a revised payment schedule may be provided to SAAC by message. However,
this means of notification should be used only if a DD Form 1513-2 or DD Form 1513-1 cannot
reach SAAC by the tenth day of the last month of the calendar quarter. Message notification must
be immediately followed by a financial annex payment schedule modification (DD Form 1513-2 or
1513-1).

5. If an emergency payment schedule change is not followed by a DD Form 1513-2
or 1513-1 containing a new payment schedule prior to the next billing cycle, the FMS billing
statement (DD Form 645) will revert to the payment schedule contained in the most recent official
LOA document (DD Form 1513, 1513-1, or 1513-2, as applicable).

6. IAs are encouraged to develop standard payment schedule management systems

which are consistent with the SAMM with respect to payment schedule preparation and revision.

G. Advance Collection for TL. ** -

1. MILDEPs implementing FMS agreements are responsible for the determination of
costs of potential contract termination so that this amount can be collected in advance and held in
reserve. These costs are the best estimate of the liability that would accrue to the USG should a
particular sales case or agreement be terminated prior to its normal anticipated completion date. For
many agreements, potential contract termination costs will change as contracts are awarded, Work
progresses, purchaser payments are received, and deliveries are made; therefore, estimates will be
adjusted accordingly. All LOAs with sales from procurement require TL collections to be included
in the payment schedules.

2. The Director, DSAA will be informed of actions taken to determine and collect TL
amounts by the submission of TLWs. These worksheets are required for FMS cases with a total
value of $7,000,000 or more and will be provided to DSAA when LOAs are forwarded for
countersignature. Further guidance on this requirement and a worksheet format are in Section 701.

3. Advance collections for TL will not be segregated from other purchaser
collections and will be used to make payments to suppliers in the event actual disbursements occur
earlier than forecast in the TLW.
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H. Purchaser Requests For Payment Schedule Review.

1. Purchasers are encouraged to raise payment schedule questions or problems at
Security Assistance Reviews, Program Management Reviews, Program Reviews, etc., hosted by
[As.

2. Purchasers who wish a-review or revision of a specific case payment schedule **
should forward a request to the appropriate IA. Addresses of the three principal IAs are shown in
Paragraph 70103.N. Requests for payment schedule review or revision should be directed to
DSAA only in extraordinary circumstances following the IA's review and/or revision.

130402 COLLECTION OF FMS PAYMENTS.

A. Trust Fund Accounts. The AECA requires FMS monies to be collected in advance
of delivery, service performance, or contractual progress payments. SAAC performs accounting
operations from two parent FMS trust fund accounts: (1) 978242, (Deposits, Advances, Foreign
Military Sales, Defense) and (2) 97-11X8242, (Advances, Foreign Military Sales, Executive,
Defense). The 978242 account is used for "receipt" of payments from customers for FMS sales.
Account 97-1 1X8242 is for "disbursements" made to suppliers on behalf of FMS purchasers.

B. Integrity of Payment Identification. Cash collections into the FMS Trust Fund
are the result of initial deposits at acceptance or are based on requests for funds (billings) prepared
by SAAC. Each deposit made is recorded to the appropriate FMS case accepted by the purchaser.
If the deposit is not identifiable at the time of payment it is recorded in the FMS customers'
"Holding Account" pending identification. Throughout the life of the FMS case, the integrity of
case-level accounting for deposits will be maintained by SAAC.

C. Holding Accounts. Payments in excess of the value of a particular case may be
transferred into Trust Fund "Holding Accounts," similar to pseudo-cases, under the following
conditions:

1. Cash. Surplus cash (national funds) will be transferred to a cash holding
account upon case closure or case cancellation. At the purchaser's request, surplus cash resulting
from a case value reduction will also be transferred to a cash holding account. Monies on deposit
in cash holding accounts are available to the purchaser for application to other FMS cases. .Upon
purchaser's written request, surplus cash may be refunded provided: (1) the purchaser is not on
the current quarter Arrearage Report, (2) there are no major collection delinquencies on other FMS
cases, and (3) there is sufficient cash reserve to meet the purchaser's financial requirements
(including TL) for the next quarter.

2. FMS .QCrIid. Upon reduction or cancellation of FMS credit-financed cases,
SAAC will automatically transfer the excess credit funds from the case to the credit holding
account. Prior to each billing cycle, SAAC will move excess funds in the credit holding account to
other FMS credit-financed cases, not to exceed the total of credits committed to each case. In
selecting the cases to which excess credits will be transferred, SAAC will apply the funds first to
credit cases with overdue payments, and then to credit cases with payments due in the next billing
cycle. If there are no remaining candidate cases, funds will remain in the credit holding account.
Prior to transferring credits to or from cases at case closure, SAAC will make a written request to
DSAAICMMD, so that credit commitment records may be adjusted to reflect the final case value.

3. MAPtk. er=. Upon reduction or cancellation of MAP merger-financed cases,
SAAC will automatically transfer the excess MAP funds to the MAP holding account. Prior to
transferring MAP funds to or from cases at case closure, SAAC will make a written request to
DSAA/CMMD so that MAP commitment records may be adjusted to reflect the final case value.
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D. PaymentOffice. All payments, whether cash or credit, must be made to SAAC for
deposit to the FMS Trust Fund account for the purchaser. Payments should identify the reason for
the payment. SAAC is responsible for billing and follow-up collection action for indebtedness
incurred by FMS customers on FMS cases. IAs will not make requests to FMS customers for
payments on FMS cases, but will refer collection problems to SAAC for appropriate action.

E. Movement of Customer Funds. SAAC takes action on requests for movement of
national funds to and from holding accounts or between cases only when such requests are
properly channeled through the FMS customer's designated representative or as directed in an
MOA between SAAC and the FMS customer regarding the use of holding accounts and transfer of
funds. The use of notes or other references in LOA documents (1513, 1513-1, or 1513-2)
concerning transfers or refunds of FMS customer funds is not authorized.

F. Initial Deposit Follow-un. When SAAC receives a customer-signed DD Form
1513 or DD Form 1513-1 that is not accompanied by a required initial deposit, it will initiate
follow-up action on the tenth working day following receipt of the signed document.

1. SAAC will notify the SAO, the customer organization responsible for payment,
and the IA case manager that the initial deposit has not been received. This notification will state
that implementation of the LOA or amendment is being held in abeyance pending receipt of the
initial deposit.

2. Based on circumstances applicable to the case, including the continued validity of
the P&A data supporting the case, the case manager will determine whether to extend the offer
expiration date for a longer period pending receipt of the initial deposit. The IA will issue a letter
or message extending the offer expiration date or notifying SAAC, SAO, and DSAA that the offer
cannot be extended beyond its current expiration date.

3. If the expiration date cannot be extended, or if the extended date expires without
receipt of the initial deposit, SAAC will obtain DSAA-COMPT-FMD concurrence to cancel the
case. A new LOA will be required if the customer's requirement is still valid.

4. These procedures do not apply to offers where SAAC has been notified that the
initial deposit is in the hands of another USG agency, that a courtesy deposit has been made on
SAAC's behalf, that funds have been wire transferred (with transaction number), or wheie the
LOA is financed by MAP or FMS credit funds.

130403 DISBURSEMENT AUTHORITY FOR FMS AGREEMENTS.

A. Case-Level Accounting. FMS monies collected in advance of delivery, service
performance, or contractual progress payments are available for reimbursement to U.S.
appropriations or direct-cite payment to U.S. producers. Although these disbursements are
controlled on an FMS country basis, accounting for FMS transactions is on an individual case
basis. In other words, country cash deposits may be disbursed for the financial requirements
associated with any of that country's cases with its consent, expressed or implied, but the integrity
of deposit and disbursement accounting for individual cases will be maintained.

B. Expenditure Authorities. The total DOD expenditure authority for each FMS
purchaser is equal to the amount of undisbursed monies on deposit for the purchaser in the FMS
Trust Fund. Any subdivision of this authority must be requested by the DOD components. Based
on the amount of a request and of available monies, the SAAC will formally release advice of
expenditure authority in a specified amount at FMS country level to the DOD component. The
DOD component must exercise prudent control to ensure the disbursement limitation is not
exceeded when paying contractors or reimbursing U.S. appropriations.
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130404 ACCOUNTING FOR CONTRACTUAL PROGRESS PAYMENT3.

A. Incremental Payments. Most of the materiel furnished on FMS orders is procured
by the DOD on behalf of FMS purchasers. Associated with these procurement actions are
incremental, contractual progress payments for work in process. Installment payments reduce the
impact on customer budgets and reduce contractor investment in work in process. Similarly, it
reduces the mutual risks inherent in case cancellation. It also provides continuing assessment of
case requirements and pricing to update elements of inaccurate price estimation that may have
occurred at the time of case offer.

B. Segregating and Accounting for FMS Costs. Sections 22 and 29 of the AECA
necessitate accurate and prompt segregation and accounting for incremental costs to ensure that
DOD appropriations are not adversely impacted by contractual payments on behalf of FMS orders.
DOD policy is that contractors separately request progress payments when more than one country's
requirements or U.S. requirements are included in the same contract. The DOD component that
makes the progress payment must promptly report these costs to SAAC to insure that billings
accurately reflect the rates at which disbursements are made. If the payment schedule appears to be
inadequate, the DOD component should modify it (DD Form 1513-2 or 1513-1) with notification
to both the FMS purchaser and SAAC.
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TABLE 1304-1

FINANCIAL ANNEX
SUPPLEMENTARY FINANCIAL TERMS AND CONDITIONS

1. This agreement is financed entirely with cash, FMS loan or grant funds, MAP funds, or any
combination thereof as indicated in Block 27 of DD Form 1513, Letter of Offer and Acceptance
(LOA), or Block 28 of DD Form 1513-1, Amendment to Offer and Acceptance. The Purchaser
agrees to make payments in such amounts and at such times as may be specified by the USG,
including any initial deposit indicated on the LOA required to meet financial requirements arising
from this case.

2. The Foreign Military Sales Billing Statement, DD Form 645, will serve as the statement of
account and billing statement. An FMS Delivery Listing identifying items physically or
constructively delivered, and services performed during the billing period, will be attached to the
billing statement The Security Assistance Accounting Center (SAAC) forwards billing statements
to Purchasers no later than 45 days before payments are due, and Purchasers will forward
payments in U.S. dollars (cash or request for advance of loan funds) to the USG in time to meet
prescribed due dates. For cases financed with MAP funds, these funds are merged in the trust
fund and appliedto the cases. Such costs as may be in excess of the amount funded by MAP or
credit agreement funds must be paid by the purchaser, if additional MAP/credit funds are not
available. Questions concerning the content of DD Form 645 billing statements and requests for
billing adjustments should be submitted to the Security Assistance Accounting Center (SAACQFS),
Lowry AFB, Colorado 80279-5000.

3. Cash payments in U.S. dollars for initial deposits and amounts due and payable on Quarterly
Billing Statements (DD Form 645) are to be forwarded to the SAAC or other formally agreed upon
repository in time to meet prescribed payment dates. The preferred method for forwarding cash
payments is by bank wire transfer to the Department of the Treasury account at the Federal Reserve
Bank of New York using the standard federal reserve funds transfer format Wire transfers will be
accepted by the Federal Reserve System (FRS) only from banks that are members of the FRS,
therefore, non-U.S. banks must go through a U.S. correspondent FRS member bank. The
following information is applicable to cash payments:

a. Wire Transfer:
Treasury Department Name: TREAS NYC
Treasury Department Code: 021030004
Agency Name: AFAFC/SAAC
Agency Code: (3801) Air Force
Third Party Information: Identify reason for funds transfer.

b. Check Mailing Address:
AFAFC/ACFC/SAACVFSR
P.O. Box 20030
Denver, CO 80220-0030

4. To authorize payments of initial deposits required on LOAs or amounts due and payable on **
FMS billing statements from funds available under loan or grant agreements, the Borrower will
submit a letter of request for each advance of loan or grant funds (where requested by loan or grant
agreement being cited as source of payment) addressed to the Defense Security Assistance Agency,
1400 Wilson Blvd., Suite 535, Arlington VA 22209-2535. Letter formats and specific

TABLE 1304-1. Supplementary Financial Terms and Conditions
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instructions for processing required loan or grant advance requests are included in specific
provisions of the applicable loan or grant agreement. Questions pertaining to status of loan or
grant balances should be directed to the above DSAA address.

5. If full payment is not received by SAAC by the prescribed due date, interest shall be charged
as outlined in General Conditions, Paragraph B.3.g. of Annex A to the LOA. The principal of the
arrearage will be computed as the excess of cumulative financial requirements over cumulative
collections (cash and loan) shown in the FMS Billing Statement after the payment due date.

6. The initial deposit of $ required to accompany this LOA is an integral part of the
Purchaser's acceptance. If the advance payment is made from loan funds, the Credit Programs
Division, DSAA, will submit payments to the SAAC in accordance with Borrower requests for
loan advances described above.

7. The payment schedule provided below is for planning purposes. The SAAC shall request
Purchaser payment in accord with the payment schedule, unless DOD costs (including 90-day
forecasted requirements) exceed the amounts required by the payment schedule. Should this
occur, DOD would be unable to comply with the advance payment requirement of the Arms Export
Control Act and the U.S. will use its best efforts to provide a revised payment schedule (DD Form
1513-2) at least 45 days prior to the next payment due date. The Purchaser is required to make
payments in accordance with quarterly billings (DD Form 645) issued by the SAAC regardless of
the existing payment schedule.

8. It is understood that the values on the LOA are estimates, and that the final amount to be
charged for items or services furnished will be equal to the final total cost to the USG. When final
deliveries are made and all known costs are billed and collected, the SAAC will provide a "Final
Statement of Account" which will summarize total final costs of this agreement. Should the final
total costs be less than the funds collected, such excess funds will be available for payment of
unpaid billings for other agreements. If there are no such unpaid billings, excess funds will be
disposed of as agreed upon between the Purchaser and the Comptroller, DSAA.

9. To assist the Purchaser in developing fiscal plans and annual budgets, the USG provides its
best estimate of anticipated costs of this agreement in the following estimated payment schedule:

ESTIMATED PAYMENT SCHEDULE

PAYMENTDATE QUM•LY CUMU•TIV[E
Initial Deposit:

TABLE 1304-1. (Continued)
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TABLE 1304-2

KEY DATES IN FMS BILLING AND COLLECTION

SAAC "Cut-off'
for Delivery
Performance Appudiate

Offer Expiration/ Reports from As of Date Date of FMS Payment
Acceptance Dates Implementing on FMS Bill- Billing Due at

of LO * SUM== S

11 Sep- 10Dec 16 Dec 31 Dec 15 Jan 15 Mar

11 Dec - 10Mar 16Mar 31 Mar 15Apr 15 Jun

11 Mar- 10Jun 16 Jun 30 Jun 15 Jul 15 Sep

11 Jun - 10 Sep 16 Sep 30 Sep 15 Oct 15 Dec

*Accepted LOAs received and implemented between these dates will appear on
the next quarterly FMS Billing Statement.

TABLE 1304-2. Key Dates in FMS Billing and Collection.
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] ~SECTION 130S - BUDGET EXECUTION

130501 REPORTS. Information copies of reports required by Chapter 5, DOD 7290.3-M
will be submitted to DSAA by SAAC.

130502 CASE RECONCILIATION.

A. General. Case reconciliation is not a single action. Rather, it is a series of actions
which commence with the implementation of an FMS case and continue through closure. It is
DOD policy that case records maintained by LAs are in agreement with SAAC records and that all
proper charges and credits are recorded by responsible activities. SAAC country managers are
responsible for assuring country level trust fund accounts are in balance. They will, no less than
annually, accomplish a country reconciliation using a country level trial balance. Country
managers will work with case managers to assure that case records reconcile to country trust fund
general ledger accounts.

B. Facilitating Case Reconciliation. There are several actions which those
responsible for case execution must take to ensure continuing reconciliation leading to final
closure. The first action is the careful preparation of all documentation ensuring that it is in
compliance with the provisions of this manual and DOD 7290.3-M.

1. Case File Development/MaiUtenance. It is essential that documentation
supporting case execution be completed and reta.ned in a manner that makes it available to case
managers and those responsible for reconciliation. See Section 1306 for a discussion of case files.
Execution of a typical FMS case may span several years. Normal DOD file retention requirements
may appear to make retention difficult. Case managers must be familiar with file requirements to
ensure retired files can be accessed and specifically that source documents, invoices, GBLs, and
other proof of shipments, and other applicable documents which support the use of funds and
provide the audit trail necessary to ensure both USG and customer funds are accounted for are
accessible. Cases with large volumes of transactions may have the source documents eventually
transferred to microfiche. Care must be exercised in reduction and storage of these files to prevent
loss of data.

2. Recording Case Data with Objective Evidence. Throughout the life cycle
of a case, those responsible for case execution must ensure all transactions, financial and logistical
are recorded in writing. Particular care must be exercised by those responsible for computer
systems to ensure that if data is lost it can be reconstructed from a backup file. Cost statements and
large accounting spreadsheets, whether they are kept manually or in a computer, must be backed
with applicable source documents. In those rare instances when financial transactions are recorded
and supporting documentation is not available, certified memoranda by those responsible must be
placed in the file.

3. Maintaining Accurate and Current Records. FMS accounting records
represent the cash position of purchasing nations. Overages and shortages in these accounts reflect
unfavorably on the fiduciary responsibility assumed by the USG in accepting FMS cases for
execution. The implications of any inaccuracies in the accounts are misuse of funds and liabilities
to DOD appropriations. Consequently, those responsible for the accounting and bookkeeping
must make every effort to maintain the accuracy of their accounts and to adhere to the requirements
of internal control.
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130503 FMS CASE CLOSURE.

A. General. When ordered articles have been physically delivered and ordered services
performed, or no orders have been placed against an open BO LOA for 180 days or more, the IA
should consider the LOA a candidate for closure. IAs should submit FMS Case Closure
Certificates to SAAC in accordance with DOD 7290.3-M, Chapter 5 after the following actions are
complete:

1. Performance and Billing. Reports of Performance submitted to SAAC to
report all delivered articles and services have processed and billed to Purchaser on FMS Quarterly
Billing Statements.

2. Reimbursement of Costs. Costs of articles and services have been reimbursed
from FMS Trust Funds to DOD appropriations or USG equity accounts.

3. FMS Accounting Balances. IA and SAAC accounting balances have been
reconciled and all performance and disbursements have been properly reported and accounted for.

4. Item Discrepancies. All outstanding ROD claims have been submitted to
SAAC.

B. Estimated Case Closure Dates. IAs should provide an "Estimated Case Closure
Date" in defined order LOAs. Although a case closure date will not normally duplicate the final ,
estimated delivery date referred to in LOAs, there should be a close correlation. The DOD
Executive FMS Reconciliation and Case Closure Board provides the means whereby IAs can
recommend final closure of cases when all deliveries are complete although charges on open
contracts remain unbilled for the case and cannot otherwise be closed under current DOD
guidelines. It is no longer necessary that cases remain unclosed on active files for years after full
delivery of articles and services because contract overhead, renegotiation of profit, and similar
costs are not finalized.

C. Case Status. Cases must be implemented (status "I") in the SAAC FMS accounting data
file and the DSAA 1200 System in order to be reclassified closed (status "C"). This also applies to
instances when the Purchaser requests cancellation of a case (see paragraph 130705.B.3.).

130504 DOD EXECUTIVE FMS REONCILIATION AND CASECBOARD.

A. rurgie•. A DOD Executive FMS Reconciliation and Case Closure Board has been
established as a means to close cases that cannot otherwise be closed. The general purpose,
organization, and functions of this high-level board are described in DOD 7290.3-M, Section 503.
The Deputy SECDEF has empowered the Board to authorize the billing actions and accounting
adjustments which LAs recommend to bring case level records into agreement and allow closure in
accordance with established DOD policy.

B. Oualifving Criteria for Board Review: The criteria which should be used by

[As to select cases for submission to the Board are as follows.

1. The case cannot be closed under current DOD policy.

2. There are abnormal balances in SAAC's central accounting system general ledger
accounts and the case level trial balance.
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3. Formal litigation is not outstanding on the case. That is, a final written decision is
pending and has not been released by a contracting officer on a claim (which cannot be mutually
settled) by or against a contractor (reference: Federal Acquisition Regulation, paragraph 33.221).

4. Even though all local IA and central SAAC case level records have been
reconciled, there are known differences that cannot be brought into agreement (such as,
unliquidated obligations on open DOD contracts or reports of performance cannot be found to
support disbursements), without additional billing actions or accounting adjustments.

5. Unliquidated obligations represent unquantified final overhead costs (such as
profit or G&A) which have not been billed or paid on fully delivered open DOD contracts.

6. The IA can identify and recommend the accounting adjustments and/or additional
billing actions required to bring local IA and SAAC central case level records into agreement.

C. Categories of FMS Cases Selected for Board Review. After IAs select cases
under the criteria parameters, each will be identified in one of the following categories.

1. C g= . Cases have been fully delivered for longer than 12 months and the
only known charges not billed to FMS Customers are not yet finalized amounts on open DOD
contracts. These undefinitized unbilled amounts should not exceed the unliquidated value
remaining obligated on contract.

2. Categ= . IAs can confirm that case level records have been reconciled, but
reasonable effort to bring case level detailed accounting records into balance have been exhausted
and it is uneconomical to expend further resources to resolve the imbalance in case level records.

3. Categ=a. IAs can confirm that case level records have been reconciled, but the
necessary local case level detailed accounting records are incomplete or cannot be located to
document the imbalance in local case level records.

4. .C£agQry..A Extraordinary circumstances preventing case closure can be
documented by the IA. Examples of this may be instances when FMS customer refuse to pay final
billing amounts for cases that have been fully delivered for an extended period or countries no
longer have an active FMS program with the USG.

5. Cag•=,, 5. Cases in this category qualify in category 2 or 3 but also have
unbilled amounts represented by unliquidated obligations on open DOD contracts (Category 1).

D. Submission of Selected EMS Cases for Board Review. Cases which qualify
and are selected by IAs for Board Review may be submitted as generated to the Board's Secietariat
through a central point designated by each IA. Submission of cases is not solicited by the Board.
lAs are responsible for identifying and submitting cases to the Board to obtain approval to execute
accounting adjustments and additional billing actions which will allow case closure under current
DOD case closure policy.

1. The duties of the Board's Secretariat are fulfilled by the Financial Management
Division of the DSAA Comptroller and includes arranging for meetings of the Board's Working
Group.

2. The Board's Working Group is composed of a DSAA Comptroller and ASD(C)
staff member and representatives of the IA with cases under review.
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3. Each case submitted for Board review is subject to preliminary review by the
Working Group to determine its qualification for review and completeness of supporting
documentation.

4. The documentation accompanying cases submitted for review must include
sufficient information to satisfy the Board that recommended accounting adjustments and additional
billing actions are based on valid research. The following documentation should be considered for
inclusion in submission packages and may be requested by a Board member:

a. Case closure analysis worksheet (Table 1305-1)

b. A brief description of the problem which is preventing case closure.
Identify the Category clearly illustrating why the case cannot be closed and provide a chronology
of case closure events.

c. A statement that the unliquidated obligation represents the best estimate of
the unpaid amount on the open contract.

d. DD Forms 1513, 1513-I's and 1513-2's.

e. Current SAAC-produced case level financial management worksheet.

f. Final SF 2061, FMS Planning Directive.

g. Extract of the most recent DD Form 645, FMS Quarterly Billing Statement,
for the case.

h. Case level trial balance (when available from DIFS or FABS).

i. Portions of the IA's official historical case file that supports the submission.

j. Recommended accounting adjustments and billing actions to bring the IA's
local case level records into balance and agreement with SAAC's central case level records and
allow closure under current DOD case closure policy.

5. If the Working Group agrees that cases submitted by an IA meet the criteria and
are properly documented for the Board's review, a meeting of the Board will be scheduled.

E. DOD Executive FMS Reconciliation and Case Closure Board Meetings.
Meetings of the full Board will be scheduled by the Chairman when it is necessary to discuss
overall matters of common interest. Members attending Board meetings convened to consider for
review will usually be the DSAA Comptroller (Chairman), Director for Accounting Policy
[ASD(C)] and the designated board member from the MILDEP with cases before the Board. If an
IA other than a MILDEP submits cases to the Board, the submitting Agency will be represented by
a properly authorized individual from that Agency and the MILDEP which reports the case to
SAAC for billing. A unanimous vote by Board members is required to approve recommended
actions.

1. The Board is empowered to release Determinations authorizing the IA to make
case level accounting adjustments and initiate additional reporting actions to SAAC by the Deputy
SECDEF Charter of 20 February 1987.
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2. The Board's Secretariat maintains a record of all Determinations released by the
Board and distributes the Board's notice of decisions to appropriate DOD UAs. Each case reviewed
by the Board will be assigned sequential control numbers (FYNNN = 88001) which also serve as
the reference of authority for executing accounting and billing actions approved by the Board. The
board will generally make one of the following determinations:

a. Approve the recommended actions.

b. Approve recommendations with modifications.

c. Return the submission for additional information.

d. Deny the recommendations.

3. The Board may request other activities such as the DSAA General Counsel or
SAAC to attend meetings.

4. When the Board cannot reach unanimous agreement on a course of action which
would allow a case before the Board to be brought into balance for closure, the case may be
referred to the Office of the Deputy SECDEF with alternatives for decision.

F. Executing Accounting Adjustments and Additional Billing Actions
Approved by the Board. The basis for initiating case level accounting adjustments and
additional reporting actions by IAs based on Board Determinations should be supported by Board
Control Numbers. Additional charges on cases which have been routinely closed under current
DOD policy and not by Board authority should continue to be routinely processed in accordance
with DOD 7290.3-M.

1. RCS: DD-COMP(M) 1517 performance reporting, accounting entries and
adjustments, and other case closure actions initiated by lAs and SAAC as a result of Board
approval on other than Category 1 cases are to be prepared and processed in accordance with DOD
7290.3-M.

2. Billing and accounting actions approved by the Board for Category 1 cases.

a. The amount approved in this category of cases to be reported to SAAC as
the final amount to be charged on the case will normally be the amount of the unliquidated
obligations remaining on the DOD contract (or FMS line on a DOD contract) applicable to the case
being closed.

b. UAs will report these approved charges to SAAC using DD Formi 1517
performance reports.

c. lAs will transfer amounts reported for Category 1 cases to the Central Case
Closure Cost Clearing Account managed by SAAC. These transfers should be accomplished with
no-check Forms 1080 to SAAC which should include the Board assigned control number and clear
account designator 55-X-CCC to identify the transaction as a specific Case Closure Board
approved action.

d. After billing and accounting adjustments approved by the Board have been
processed and recorded in IA FMS related case level records and in SAAC central accounting
records, IA and SAAC case level records should agree, be in balance, and may be certified and
closed in accordance with standard case closure guidance in DOD 7290.3-M.
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3. Actions required to close board approved cases:

a. Standard case closure certification guidance in DOD 7290.3-M applies.

b. Verification of the Board assigned control number should be perpetuated in
appropriate IA and SAAC closed case records and the case closure certificate.

4. Processing changes to Board approved closed cases.

a. Unreported/unbilled charges received after case clos~ire on other than
Category 1 cases, will be processed in accordance with DOD 7290 3-M.

b. If contractor billings exceed the Unliquidated Obligation on open contracts
associated with Category 1 closed cases, the additional amount must be reported to SAAC on
DD Forms 1517 as charges on closed Category 1 cases and the billed amount transferred to SAAC
for deposit in the Closed Case Clearing Account.

G. Payment of Final Contractor Billings.

1. Payment of final contractor bills received on Category 1 closed cases will be made
by the Paying Office identified in the contract (not SAAC) from funds on deposit in the Closed
Case Clearing Account

2. Payment with funds from the Clearing Account may be released only after EA
identified to the applicable Board control number, has been obtained from SAAC.

3. The payment of contractor billings from the Clearing Account are to be reported
through normal DOD accounting channels to SAAC as disbursements from 55-X-CCC. (DD Form
1517, performance reports, are not required).
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TABLE 1305-1

CASE CLOSURE WORKSHEET

Managing Activity:

FMS Case: -

Date -/-/-

1. Case Manager.

2. Date Case Implemented

3. Date Supply Complete:

4. Reason case cannot be closed (Check one):
"* Category 1: Open contract.
"* Category 2: Further reconciliation uneconomical.
"* Category 3: Incomplete/missing records.
"* Category 4: Extraordinary circumstances.
"* Category 5: Combination of Categories 1 and 2 or 3.

5. Open contracts Information:
"* Contractor

"* Contract Number:
"* Contract Line:
"* Unliquidated obligation amount
"* Estimated Contractor closeout date:

6. Estimated closure date without board approval:

7. Recommended accounting and billing actions which if
approved by the Board will allow the case to be closed:

TABLE 1305-1 Case Closure Worksheet
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SECTION 13 -. CASE FILES

130601 GENERAL FMS CASE FILES. General FMS Case Files will be maintained in
accordance with Chapter 6, DOD 7290.3-M. Retention of source documents and status reports
must be consistent with the life cycle of the FMS case. History files maintained by SAAC must be
in accordance with the requirements of DOD 7290.3-M, paragraph 50303A which stipulates that a
case never closes for accounting purposes, rather it is recategorized from active to inactive. Per ,
Comptroller, Department of Defense, memorandum, 17 June 1987, documentation supporting ,
FMS disbursements is to be retained indefinitely. ,

130602 DISBURSEMENT DOCUMENTATION. DOD components which process FMS **
Trust Fund disbursement transactions will support the payment voucher with authentic
contracts/purchase orders, invoices, and receiving reports. This supporting documentation must
reflect proper authorities' certification of receipt and payment for the articles or services. The
disbursement documentation must be available without delay for inquiries or requests on particular
FMS cases. Additionally, the required supporting disbursement documentation will facilitate the
FMS case reconciliation process prescribed in Section 1305 of this manual.
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Section 1307 - PRICING OF FMS TRANSACTIONS

130701 GENERAL.

A. Iaglgroud. In compliance with the AECA, DoD pricing and financial procedures
provide for the charging of all DoD direct and indirect costs, including applicable st -charges. The
P&A or LOA will provide estimated data as indicated below. Each DoD component must adhere to
the policies prescribed in the FMR.

B. Single Selling Price. It is DoD policy to provide a single unit price for articles
offered under FMS. It is not normal FMS practice to provide a detailed description of the
components of cost included in estimated prices for line items on LOAs. When the buyer so
requests, there may be instances where the provisions of such information is necessary to
demonstrate that such costs are necessary.

C. Direct/Indirect Costs. The cost of defense articles or services is chargeable to a FMS
case if it can be demonstrated that the provision of such articles or services was made solely for the
purpose of implementing and administering the FMS case involved. Within FMS, most costs are
generally identified as either direct or indirect. The LOA lists unit costs, total costs, and selected
additional charges but does not specifically identify direct or indirect costs which may be a part of
the line item unit costs or the additional charges.

1. DrectLots. A direct cost is any cost that can be identified specifically with a
particular final cost objective. Examples are materiel and labor to build or repair a principal item,
the costs to train users how to operate and maintain the item, and costs from the Transportation
Cost Look-up Table (Appendix F).

2. Idlrect Costs An indirect cost is any cost not directly identified with a single,
final cost objective. Indirect costs are often accumulated in logical cost groupings, such as
administration and transportation and applied as a percentage allocation to direct costs. For
example, certain costs such as administration, contract administration, and the transportation cost
based on a percentage surcha-ge would normally be considered indirect costs..

D. Use of Estimated Prices. To assure that all costs are covered, quotations on defense
articles and services will be cited as estimated prices, with final adjustments to be established after
delivery of items from production or the rendering of services. The LOA will indicate that prices
for articles and services from procurement are estimated prices. Those instances in which firm
prices may be quoted on an LOA are discussed in the FMR. *

130702 TRAINING. This section supplements FMR Chapter 7 and provides further *
guidance for pricing of training courses. Costs included in the tuition rates for FMS, NATO, and
IMET training courses are:

A. Civilian Unfunded Reauirement. The acceleration percentage factor is applied to *
the combined base pay and leave and holiday pay to determine the cost.

B. Military Fringe Benefits. Military fringe benefits consist of quarters (family *
housing), subsistence, medical (hospital), and other personnel support (commissary/BX, etc.).
The costs are computed by applying the acceleration factors for officers and enlisted personnel.
The costs can either be direct or indirect. They must be included in the total costs of military
personnel allocated to the training course. As exceptions to rules for applying these costs, IMET
training course tuition rates will exclude both the direct and indirect costs and NATO training
course tuition rates will exclude only the indirect costs. Military fringe benefits costs, used as part
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of base operating support (BOS) costs and allocated to training courses, must be used as indirect ..

costs in the tuition rates. The costs must not be duplicated in the tuition rates by also being
included as direct and indirect costs under Pay and Fringe Benefits.

C. Maintenance and Repair. These costs are part of the normal base operating costs.
When training facilities are used for SATP courses, the costs must be used as indirect costs under
Non-Personnel Costs in the Tuition Rates.

130703 ARTICLES FROM STOCK.

A. Authority Section 21 of the AECA authorizes the sale of defense articles from stock to
eligible foreign countries or international organizations. Specific guidance on when the selling
price of an article from stock is determined is in the FMR.

B. Pricing Prncinles. Standard prices will be used when non-excess materiel is to be
sold and no inventory replacement is required. For the sale of principal items a test is required to
determine if a requirement for inventory replacement is created as a result of the sale. When an
article is supplied from inventory with replacement required, the FMS selling price will be the best
estimate available at the time of drop fhrm inventory. When no replacement is required, the price
will be based on the most recent actual procurement cost of the "series" and "model" being sold,
and will consider any modifications or improvements, as well as desirability or utility due to age or
condition.

C. Renlacement Factors for Secondary Items/Non-CLSSA.

1. Criteria for Charting Such Costs. The stock list price of procurement funded
secondary items furnished from inventory will be increased by a surcharge published by the
Comptroller, Department of Defense. The surcharge will be included in the item's price and covers
the increased costs, anticipated due to inflation, of replacing the item from procurement sources.
See the FMR. ,

2. LOA Presentation, Most such items will be provided against blanket order FMS ,
cases. The dollar values offered in the LOA should cover appropriate replacement pricing.

3. Military Denartment Delivery Regorting. MILDEP Delivery reports will
reflect the item selling price as a single price combining stock list price plus the Comptroller,
Department of Defense, published surcharge amount.

4. A1n1nUlabhiL• This instruction does not apply to stock fund pricing, but only to
central procurement secondary items provided from DoD inventories. As indicated in the FMR,.
CLSSA (FMSO 11) shipments will be priced at standard price plus an acquisition surcharge. See
the FMR for CLSSA and non-CLSSA surcharges. •

D. Onotation of Firm Prices. DoD components will quote firm prices when offering
principal or major items from DoD stocks as provided in the FMR. In the exceptional instances,
where a MILDEP recommends that firm prices not be quoted, the rationale will be identified during
the coordination process.
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130704 ARTICLES FROM PROCUREMENT

A. AuthoitrR. Section 22 of the AECA authorizes the sale of defense articles from
procurement to eligible foreign governments and international organizations. Pricing of defense
articles from procurement will be in accordance with DOD 7290.3-M, Section 703 and will include
full DOD contract costs and authorized surcharges.

B. Purchaser Obligations and Contracting Princinles. The purchaser is obligated
to pay all costs incurred by the USG as well as any damages or costs that may accrue from the
purchaser's cancellation of the contract. In general, defense articles shall be priced on the same
basis as the cost principles used in pricing defense contracts for items for DOD use. However,
recognition shall be given to reasonable and allocable contractor costs which are justified in
connection with a particular sale (see DOD FAR Supplement, 225.7304(c)).

C. Government Provided Engineering Services.

1. Criteria for Charging Such Costs. Government-furnished engineering
services may be requested by the purchaser, or costs may be incurred to provide such services as a
part of the production of articles being sold under FMS. Those services will be offered on LOAs,
reported and billed in the same manner as any other service sold under FMS. The criteria for
determining whether government-furnished engineering services associated with equipment
purchases should be charged directly to an FMS case are:

a. Performance is necessary for production, configuration control, or reliability of
the article being sold. The costs to be charged for such services will be based on the proportionate
share of man-years needed for the FMS items being produced. As a general proposition, the costs
will be derived by pro-rating total engineering costs by the ratio of items being produced for FMS
purchasers to the total items being produced in the same time frame.

b. These DOD costs must be allocable to a specific program rather than be
performed to benefit the FMS program in general. Virtually all man-years associated with FMS-
related engineering tasks are allocable; however, it is recognized that some engineering man-years
may be required for general FMS administration and, upon proper documentation that the cost of
such man-years cannot be allocated to FMS case lines, they may be charged to the FMS
administrative budget or fund.

c. As indicated in DOD 7290.3-MK engineering costs are chargeable directly to an
FMS case only if they are recurring in nature, and are related to a current production run in which
FMS materiel is being produced. NC are recoverable via policies and procedures included in
DODD 2140.2 and DOD 7290.3-M.

2. DD Form 1513 Presentation. Estimated costs of providing engineering
services associated with production of purchased items will be included in the estimated unit costs
of the item being purchased. Thus, the LOA item price will include not only the estimated contract
cost to produce it (including GFM) but also the cost of services required to assure production in the
correct configuration. Such costs will also include the pro-rata share of government-furnished
testing and evaluation services.

3. Military Denartment Delivery Reporting. MILDEPs will include the
appropriate pro-rata share of applicable government-furnished engineering service costs in the
reported U/P of the purchased item. SAAC will submit billings to countries at the full U/P
reported by the MILDEP.
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130705 AUTHORIZED CHARGES. See Table 1307-1 for a list of charges used in
FMS pricing. Also see Section 130104.B.

A. Accessorial Charges. These charges represent certain expenses incident to issues,
sales, and transfers of materiel which are not included in the standard price or contract cost of
materiel, such as:

1. Packing. Crating and Handling. Packing, crating, and handling (PC&H)
costs are costs incurred for labor, materiel, or services in preparing the materiel for shipment from
the storage or distribution point.

2. Transportation. Transportation charges include inland (second destination) and
ocean transportation costs representing shipments by land, sea, air, inland and coastal waterways,
vessel or air, and including parcel post via surface or air.

3. Port Loading and Unloading. These are costs for labor, materiel or services at
ports of embarkation or debarkation.

4. P.egscitolng. Supply distribution costs incurred by locations outside the U.S.
in anticipation of support to other authorized customers. These costs are applicable when
shipments are made from overseas storage and distribution points, except that no positioning costs
shall be assessed on "long supply" stocks.

5. Staggng. These costs are for aggregation or prepositioning of materiel in U.S.
facilities within CONUS.

B. Administrative Charges.

1. Scoe. An administrative charge shall be added to all FMS cases to recover DOD
expenses related to the administration of FMS transactions in accordance with Section 21(e)(1)(A)
of the AECA. Normally, the charge will be three percent; however, in certain instances a five
percent charge will apply. See DOD 7290.3-M, Section 705, for the appropriate administrative
charges which must be included in FMS cases. If the LOA contains both standard and non-
standard items, they must be cited as separate line items on the LOA.

2. Case Cancellation bv USG. Cancellation charges will be assessed on cases
cancelled for the convenience of the USG only on an exception basis when approved by DSAA.

3. Case Cancellations by FMS Purchaser. Earned reimbursements for
administrative surcharges are not refundable; i.e., the 50 percent that is earned when the case is
accepted. Unearned administrative surcharges, i.e., partial delivery but prior to full delivery of
FMS case ordered articles or services may be charged in accordance with the following guidance:

a. For LOAs under $25 million which are cancelled.

(1) SAAC shall retain a portion of the administrative surcharge that equals one-
half of the estimated articles and services ordered value, or the administrative rate times the actual
articles and services delivered at closure, whichever is higher.

(a) FMS Orders for Nonstandard Articles. SAAC shall retain one-half of
five percent of the basic sales price of the order or five percent of the value of articles and services
delivered at the time of closure, whichever is higher. The five percent administrative surcharge
may be reduced to three percent (but not lower) based on the DSAA Director's determination.
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(b) All Other FMS Orders (Standard Defined).

.1 Offers signed after 1 October 1977. DFAS-DE shall retain one-
half of three percent of the basic sale price of the order or three percent of the value of articles and
services delivered at the time of closure, whichever is higher.

2 Offers signed before 1 October 1977. Compute as stated above,

using a two percent administrative surcharge rate instead of the three percent.

(2) CLSSAs.

(a) FMSO I. DFAS-DE/I shall retain the one-time nonrefundable admin-
istrative surcharge of five percent on the on-hand portion (Part A). For amendments that decrease
the value of the on-hand portion, no adjustments will be made to the nonrefundable administrative
surcharge. However, for amendments that increase the value of the on-hand portion, the five
percent nonrefundable administrative surcharge will be charged on the increase and shall be
retained by DFAS-DE/I. No administrative surcharge shall be charged on the on-order portion
(Part B) of the LOA. An administrative surcharge of five percent shall be charged for inventory
over and above the on-hand portion of the case.

(b) FMSO II. DFAS-DE/I shall retain a three percent administrative
surcharge on requisitions processed.

b. For LOAs valued at $25 million or greater which are cancelled. The DSAA
Comptroller shall determine the appropriate administrative surcharge to be retained by DFAS-DE/I;
however, the charge shall normally be at least $250,000.

4. Assessment of Administrative Charges at Closure on Cases Cancelled
at FMS Purchaser's Request.

a. DFAS-DE may assess an administrative charge equal to one-half of the
applicable administrative charge on a cancelled case's estimated articles and services ordered value
if that amount is greater than the administrative charge on the actual delivered articles and services
value and the IA indicates DSAA approval on the closure certificate. DSAA countersignature of an
LOA Modification does not constitute DSAA approval.

5. IA requests for DSAA approval to allow DFAS-DE/I to assess cancellation charges
should be routed to the DSAA Comptroller and documented as follows:

a. Copy of Purchaser's request for case cancellation or a written explanation why
the case was cancelled.

b. DoD's over and above costs if items on the cancelled case have been placed on
contract by the IA.

c. Statement that cost incurred in implementing and cancelling the case will/will
not be recouped by the administrative charge assessed on the actual delivered value.

d. Name and telephone number of the individual to whom inquiries may be
directed.
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6. In the event that the FMS Purchaser cancels an entire FMS case prior to the delivery *
of all articles and services, a case cancellation fee may be assessed. One half of the administrative
fee will be included in the "initial deposit" to cover this requirement unless otherwise agreed upon
by the DSAA, Comptroller.

7. DSAA may approve waivers or reductions outside of the above parameters if *
circumstances dictate. Such waivers or reductions shall be fully documented and demonstrate that
estimated administrative costs incurred on the case have been recouped.

C. Logistics Support Charges.

1. -ground. The FMR directs that an LSC be added to FMS case lines for spare *

parts, supplies, and maintenance of customer owned equipment to recoup an appropriate share of
the cost incurred in the logistics support area.

2. LOA Presentation. The LSC is to be included in the single selling price
presented to FMS purchasers in the LOA for those lines coded with the applicable generic codes
listed in the FMR, Section 0722. *

3. Relpmrjn. DFAS-DE/I will apply a 3.1 percent LSC, as applicable, to the
extended value amounts reported by the IAs in the DD Comp(M) 1517 billing reports. However,
in accordance with FMR Section 0722, the lAs will determine from DFAS-DE/I the amount of *
LSC to include in the IA's Case Closure Certificate to be submitted to DFAS-DEII.

D. Nonrecurring Cost Recounment Charges.

1. Back•.und. AECA Sec 21 requires that an appropriate charge be made for a
proportionate amount of any NC of RDT&E, and production of MDE. Implementation guidance
on establishment of charges, collections, and waivers is contained in DoD Directive 2140.2.

2. DoD Comgonent Responsibility. DoD components are responsible for
determining recoupment charges for all items of defense equipment. DoD components must use
actual, not program, cost data and may use estimates where the development of more precise data
is not possible; however, in the latter case, it must be demonstrated that a reasonable approach Was
used and prior approval of alternative costing methods must be obtained from DoD Comptroller
(Accounting Policy), with DSAA concurrence. The costs to be applied against the foregoing
threshold levels shall normally be determined based upon the roll-away, sail-away or fly-away cost
of the end item, and assessments for product sales shall be made on the basis of end item sales. In
the event an end-item contains one or more components which individually meet these thresholds,
recoupment will be made on both end item and component sales. Nonrecurring RDT&E cosis are
those costs funded by an RDT&E appropriation to develop or improve the product or technology.
This includes costs of any ECP initiated prior to the date of the contract with the customer, as well
as projections of such costs, to the extent additional effort applicable to the sale model or
technology is necessary or planned. It does not include costs funded by either procurement or
O&M appropriations to improve the product or for costs of publications. The costs of
improvements are recurring costs and will be recovered in accordance with the FMR.
Nonrecurring production costs are those one-time costs incurred in support of previous production
of the model specified and those costs specifically incurred in support of the total projected
production run from which delivery is to be made which would normally be expenses against a
production run. These NCs include such costs as pre-production, special tooling, special test
equipment, production engineering, product improvement, destructive testing, and pilot model
production, testing, and evaluation. They do not include costs of government property or facilities
for which rental or asset use charges will be assessed. "Special" nonrecurring RDT&E or
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production costs are those incurred at the request of, or for the benefit of, the customer in
developing a special feature or unique requirement. These "special" costs must be paid by the
customer as incurred. The objective of applying these recoupment charges is to ensure that a
purchasing customer pays a fair price for the value of DoD "sunk" investment costs. The pro rata
recoupment charge is to be included in the FMS or direct commercial sales price of the product or
technology unless reduced or waived as outlined in paragraph 130104.B.1. Fair Pricing
legislation exempted the assessment of NC for those countries/organizations whose cases are fully
funded with FMS Credit (non-repayable), effective with deliveries reported to SAAC after
1 December 1989.

3. DSAA Approval. Prior to applying pro rata NC recoupment charges to sales of
items on the MDEL, components will insure that the proposed pro rata charge has been approved
by the Director, DSAA. Approval will be requested only for MDE items, and for which there has
not been an approved NC pro rata charge established since 5 January 1977.

4. Format. Requests for approval of pro rata charges for each MDE item will be
submitted on the format shown in Chapter 7, Section 700, Figure 700-1. USG nonrecurring
RDT&E and production costs will be shown separately. The total of these two entries, i.e., the
total USG nonrecurring investment in the item, will be prorated against past and projected
production quantities for USG, FMS, MAP, and direct commercial sales. Actual past and
projected production quantities will be depicted and a country breakout for FMS and direct
commercial sales projections will be shown. FYDP forecasts will normally be used to indicate the
US military service production quantities; however, for those items for which Selected Acquisition
Reports (SARs) are required, the latest SAR data will be cited, as applicable.

5. Pro Rata Charges Determined before 5 January 1977. If the pro rata
charge was determined prior to 5 January 1977, it will be reviewed to identify any significant
changes. Changes requiring approval by DSAA will be submitted to Director, DSAA, in the
format of paragraph D., above.

6. Direct Commercial Sales. The DoD requires that, in the case of direct
commercial sales of defense items to foreign countries and international organizations, the US
contractor must collect and pay to the cognizant MILDEP the appropriate NC recoupment charge
for the items being sold. MILDEPs will insure that they have in place an operative system for
assessment, monitoring, collection, and reporting of these recoupments in order to insure that all
appropriate payments are in fact made to the DoD. This system will provide for the following
actions to be taken:

(a) ARnlicable Items. The development of complete lists of non-MDE and MDE
items under the cognizance of the MILDEP which require assessment of an NC recoupment charge
in accordance with DoDD 2140.2 and a reference to the contracts in which the recoupment.clause
applicable to the items is contained.

(b) Cross-Reference of Exoort License Requests. The cross-referencing
of all export license requests processed by the MILDEP against these lists to determine whether the
commercial sale is required to have a NC recoupment charge assessment.

(c) Editing Munitions Control Export Licenses. Munitions Control Export
Licenses will be annotated to indicate the amount of NC recoupment charge which the contractor is
required to reimburse to the USG, and indicate the office in the MILDEP to which the payment is
to be made. It is emphasized that this process should in no way delay the expeditious handling of
Munitions Control Export Licenses. In the event that appropriate NC recoupment charges have not
been determined for a particular item, the munitions control license should be annotated only to
show tha" a charge may be required, and that the contractor is directed to contact the designated
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MILDEP administrative or procurement contracting officer to ascertain the specific recoupment
charge. Recommendations for approval of an export license request may not be conditioned upon N

an agreement by the license applicant to pay such a charge to the USG in a case in which the
MILDEP knows that the applicant does not have a current contractual obligation with the USG to
make such payments.

7. RMling Collections received both from FMS and commercial sales transactions
will be reported in the DSAA(Q)1112 report required by DoDD 2140.2. This report will be
submitted quarterly by each DoD component, to DSAA Comptroller, within 45 days of the end of
each quarter.

E. Asset Use, Tooling Rental, or Facility Rental Charges.

1. Charges for Use of USG-owned Facilities. For LOAs using Government
property, Fair Pricing legislation has removed the requirement to apply asset use, tooling rental, or
facilities rental charges. Commercial sales of defense articles to any foreign country or
international organization shall include appropriate charges for any use of USG-owned facilities,
plant, and production or research equipment in connection with the production of the defense
articles. Charges for use of USG-owned facilities, plant, production, and research property shall
be assessed as follows:

a. Rental Charges for Use of DoD Assets. Commercial sales of defense
articles which were produced in government-owned facilities or with government-owned industrial
plant and production or research equipment, for which a rental is assessed in accordance with the
provisions of Defense FAR Supplement 245.4 and FAR 52.245-9, will be priced to include the
appropriate rental charge. The rental charge in commercial contracts will be waived on a case-by-
case basis in accordance with section 130104.B.2.

2. Use of US Industrial Plant Equinment or Production and Research
Property for Foreign Countries or International Organizations. For industrial plant
equipment or production and research property, non-government use requires prior written
approval of the contracting officer or Departmental level approval, depending upon the percentage
of usage, in accordance with the provisions of the Defense FAR Supplement 45.406 and 45.407.
Such approval may be granted only if use will not interfere with US requirements, and the work is
in support of FMS or a direct commercial sale approved under the terms of the AECA. The rental
charges in commercial contracts will be waived on a case-by-case basis in accordance with section
130104.B.2.

3. Charges for Items Provided from Inventory

a. Military Deoartment Delivery Reporting. The MILDEPs will- report
inventory item shipments to SAAC at stock list price or replacement price as applicable. At case
closure a certificate will be submitted from the MILDEP to SAAC.

b. Attrition Charges for FMS Training. Attrition charges for FMS training,
4 percent for flying and 1 percent for non-flying, are to be included in the tuition rates billed to the
customers. Attrition charge collections made by the MJLDEPs will be forwarded to SAAC for
deposit. See DoD 7290.3-M, Section 104. Use of these funds must be approved by DSAA.
When equipment is damaged beyond repair due to FMS student error, a report of the loss and
request for funding to cover procurement of the replacement items shall be submitted to the DSAA
Comptroller for approval.
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F. Ouality Assurance and Inspeetion. Contract Audit Services. and Other
Contract Administration Services.

1. Refer to DOD 7290.3-M, paragraph 70305 for guidance regarding recovery of CAS
costs incunred in support of new procurement for FMS.

2. Costs incurred by DOD for QA and inspection and CAS will be assessed for FMS
programs as prescribed by DOD 7290.3-M.

G. Review of Accessorial and Administrative Rates. Rates for accessorial and
administrative costs are subject to review at least every two years. Requests for exceptions to the
pricing policies prescribed herein, decisions to resolve disputes, or deviations from any price or
service charge when it can be shown that such deviation is in the best interest of the USG shall be
submitted through the Director, DSAA, to the ASD(C). Such requests will contain the basis or
justification and supporting data for the exceptions. See additional guidance in DOD 7290.3-M,
Section 721.
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TA-BLE 1307-1 Summary of Charges- Used in FMS Pricing (continued)
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TABLE 1307-2

(Reserved for future use.)
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| ~~SECTION 1308 - PERFORMANCE REPORTING ...

130801 PERFORMANCE REPORTING/BILLING.

A. Renorting Performance of FMS Orders.

1. IA Resnonsibilities. After an FMS agreement is implemented, the DOD IA **
executes the program. The IA directs provision of materiel or services and disbursements to
contractors or vendors. As execution progresses, the IA reports the nature and financial value of
transactions to SAAC. The IA reports accrued expenditures, also referred to as "work-in-process"
(e.g., progress payments made to contractors, GFM/GFE provided to contractors, NCs, etc.), and
physical deliveries within 30 days of the date of shipment or performance.

2. FMS Performance Renortineg. The mechanism for reporting FMS
performance to SAAC is the "FMS Detail Billing Report" (DD-COMP(M)1517). It is submitted
monthly to arrive at SAAC no later than the 16th calendar day following the end of the reporting
month. If the 16th calendar day falls on a non-working day, the cutoff will be moved to the first
working day following the 16th. If materiel has been delivered or services performed, a
performance report is forwarded to SAAC. If no materiel has moved but work-in-process has •
occurred, the IA reports the value of the work-in-process to SAAC. The format and instructions •
for completing the DD-COMP(M)1517 report are prescribed in DOD 7290.3-M.

3. FMS Physical (Constructive) Delivery Renorting.

a. The cognizant DOD component must submit accurate and timely FMS physical
(constructive) delivery data for selected major end items. Delivery information is contained in
detail and summary reports described in Chapter 15, Section 1501, which are used not only as
management tools by SA personnel worldwide but are also used for reporting required by the
AECA and responding to correspondence and inquiries.

b. Items are considered delivered when title is passed to the purchasing country
(see Chapter 8, Paragraph 80206.B.2). DOD components must report, within 30 days, all
constructive deliveries for selected materiel lines to SAAC by the 20th of each month in the Cl
transaction format (Table 1308-1). SAAC, in turn, should submit this data to DSAA for inclusion
in the FMS 1200 System. These transactions are not a part of the formal FMS billing system. A
delivery report is required for all DD Form 1513 lines having a U/I of "EA" for the following
generics:

Al-A5, A9B .................. Aircraft
B1-B4 (Complete Missile Lines Only).. Missiles
C .......................... Ships
D .......................... Combat Vehicles
E3 ......................... Tactical & Support Vehicles
F2, F3, F4 * Weapons
G2, G4, G5 (Less*M & Y), G6A ..... Ammunition
H4 ......................... Communications Equipment

c. RCS DSAA(M)l 141 is assigned to this reporting requirement.
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B. Billing for FMS Transactions.

1. Ouarterlv Billings. As of the end of each calendar quarter, SAAC renders a
billing statement for each active FMS agreement in accordance with DOD 7290.3-M. The purpose
of the bill is to provide the FMS purchaser a statement of account for costs incurred on his behalf-
and to request additional funds as projected in the payment schedule.

2. Elements of Billing. The first element of each billing is for costs incurred to
date, and includes charges for materiel delivered and progress payments made to contractors. The
FMS purchaser receives an FMS Delivery Listing that shows by document number the items
reported to SAAC as delivered through the end of the month of the billing statement. The
remaining portion of the value billed is for anticipated costs to be incurred. SAAC will normally
"extract this forecast of costs from the most recent payment schedule attached to the LOA. *
However, in the event costs occur which vary substantially from the existing schedule, the
MILDEP should immediately advise SAAC and the customer of the variance. As described earlier,
the DOD component should issue revised payment schedules when appropriate.

3. Legal Effect of Billing. The quarterly FMS Billing Statement (DD Form 645)
is the binding legal claim for payment by the DOD as referenced in the DD Form 1513. Both the
DOD component and FMS purchaser should understand that the billing, not the payment schedule,
contains the required amount to be paid.

4. Biiling Ouestions Directed to SAAC. Questions concerning billings to FMS

purchasers should be addressed to SAAC, Lowry AFB, Denver, Colorado 80279-5000.

130802 FINANCING RODs WHEN THE USG IS LIABLE.

A. Purpoe. The purpose of this section is to establish funding policy in those instances
-.4 where the USG is determined to be financially liable for the resolution of a ROD. Procedural

guidance for the completion of SF 364, Report of Discrepancy, related to FMS shipments can be
found in DOD 7290.3-M, and Joint Regulation DLAR 4140.60, AR 12-12, AFR 67-7,
NAVSUPINST 4920.9B and MCO 4140.1B. Table 802-2 contains additional information.
regarding RODs.

B. Slejfij.

1. S•ecific Tvyes of Discrenancies. Table 802-2 provides guidance for specific.
types of discrepancies and indicates whether FMS administrative funds or USG appropriated funds
will finance the cost of correcting the discrepancy where the USG is liable to do so.

2. Re-Requisitioning Items. When customer countries are required to re-
requisition items which were not previously shipped, they are required to pay the existing price at
the time of issue regardless of the fact that the item was initially released at a lower price.

3. RODs in Excess of $10.000. All RODs in excess of $10,000 will be
submitted to DSAA for approval before being charged against FMS administrative funds. This
submission will contain the Department/Agency legal position on the liability of the USG.

C. FMS Administrative Fund Budget Annroval. The DSAA FMS Administrative
Budget Call, which is issued on an annual basis to MILDEPs and Defense Agencies, provides
procedural guidance for the inclusion of estimated ROD costs that are to be financed from FMS
administrative funds.
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130803 ADDRESS OF THE CENTRAL COLLECTION AND BILLING OFFICE.
SAAC is the single DOD activity authorized to render billings from FMS transactions and to
receive deposits from FMS purchasers. Collections received by any other DOD components
should be forwarded to SAAC immediately. Each LOA should be annotated to inform the FMS
purchaser that SAAC is the central accounting activity for the agreement. The address is Director,
Security Assistance Accounting Center, Denver, Colorado 80279-5000.

TABLE 1308-1

C1 TRANSACTION FORMAT

Column Data Element
1-2 Cl
3-4 Country Code (CC)
5 Implementing Agency (IA)

(See Appx D, Para. c.51.)
6-8 Case Designator
9-11 Record Serial Number (RSN)
12-15 Blank
16-21 Cumulative Quantity to Date
22-72 Blank
73-78 Reporting Date (YYMMDD)
79 Blank
80 Originator (must always be "A")
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S SECTION 1309 - DELINQUENT ACCOUNTS FOR MS BILLINGS.

130901 PROVISIONS OF FINANCIAL ANNEX TO LOA. The Financial Annex to
the LOA provides an estimate of the timing and amounts of the billings which SAAC produces for
each FMS case. The customer is obligated to make payments against DD Form 645 billings, on
time and in full. SAAC is obligated to insure prompt recording of collections.

130902 LATE PAYMENT CAUSES. Most problems of collection are due to late payment,
rather than to any tendency of FMS customers to default on payments. Past experience has shown
that it takes from 45 to 75 days after mailing the billing statement to receive collection. Late
payments also frequently result from the purchaser's misunderstanding of the terms of sale, the
content of the billings, or the general problems of communication. Recognition by MILDEPs
should be given to the problem of improving communications with the customer on financial
matters.

130903 SAAC RESPONSIBILITIES FOR COLLECTION. Responsibility for
collecting overdue debts to FMS cash sales is entirely that of SAAC until it has exhausted means of
collection available to it. These means include:

A. Formal and Informal Contacts. Both formal and informal contacts with
representatives of purchasers at appropriate levels.

B. Collection Assistance. Requests for collection assistance from the SAO located in
the purchaser's country.

C. Reauests for Collection Assistance. Formal or informal requests for collection
assistance from DSAA, as well as informal contacts with DOS as required to determine additional
collection actions to be taken.

130904 FURTHER ACTION ON DELINOUENT ACCOUNTS. When all internal
means of collection have been exhausted, delinquent accounts vill be referred to the Comptroller,
DSAA for further examination. Comptroller, DSAA will then either recommend further action to
be taken by OSD or cause the debt to be referred officially to DOS for diplomatic assistance. Data
provided by SAAC to support the debt referral will include:

A. Oreiin and History. Origin and history of the debt including prior effort at
collection.

B. Validity of the Claim. Elements of the agreement which may be in dispute between
the purchaser and the U.S.

C. Normal Military Channels. A statement that resolution through the normal military
channel, with responsible foreign officials on behalf of the collection, has failed.

D. Adverse Impacts. Assessment of any adverse impact on our foreign customer if the
issue is raised at the diplomatic level.

130905 SAAC HOLDS ACCOUNTING RECORDS AFTER TRANSFER OF
ACTION TO STATE DEPARTMENT. Delinquent Accounts Receivable will continue to be
carried on the accounting records of SAAC even though primary collection responsibility may have
been passed to the DOS.
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130906 REPORTING FORMATS AND FREOUENCIES. Details on delinquent debt
reporting formats and frequencies are contained in DOD 7290.3-M and in DODI 2140.4.

130907 INTEREST ASSESSMENT ON DELINOUENT DEBTS.

A. Requirements to Asse. The AECA requires DOD to assess interest on delinquent
debts that arise pursuant to the FMS Program. Within DOD, SAAC has responsibility to operate
the FMS billing process and to assess interest on delinquent payments due from FMS purchasers.

B. Basis for Charge. Interest is assessed based on the net arrearage owed by a
purchaser taking into account cumulative financial requirements and cumulative payments received
on each and every FMS case that the purchaser has with DOD as of the due date of the FMS bills.
Daily interest charges are assessed at an annual rate until such time as sufficient funds are received
by DOD to pay any arrearage amount. Such procedures provide maximum flexibility in utilizing all
payments received, including initial deposits on newly accepted cases, in compuding the net cash
position for the country.

C. Reports to FMS Customer. SAAC will provide the MOD or comparable official of
each FMS purchaser a report showing arrearages existing as of the billing statement due date.
Billings for any interest assessments will be provided on a quarterly basis.
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CHAPTER 14

SPECIAL PROGRAMS AND ACTIVITIES

SECTION 14 - SPECIAL DEFENSE ACQUISITION FUND**

140001 AUTHORITY AND PURPOSE.

A. Authity SDAF was authorized in 1981 by enactment of Chapter 5 of the AECA.
The SDAF Charter and Operation Instructions were approved by the Principal Deputy Assistant
Secretary of Defense (Comptroller) on 30 December 1982. Sec 51(a) of the AECA (22 U.S.C.
2795(a)) was amended in 1989 and provides that SDAF may be used for narcotics control
purposes. SDAF receives obligational authority through an annual appropriations act which
addresses SA programs.

B. Purme SDAF funds the procurement of defense articles in anticipation of their sale
or transfer to foreign governments. The basic objective of the fund is to facilitate delivery of
materiel in advance of normal PLT and establish a readily available source of selected items of
materiel. Such source enhances USG capability to satisfy urgent military requirements of allied
and friendly nations while avoiding diversions from production for U.S. forces or withdrawals
from U.S. stocks.

C. Policy Guidance. This chapter is the principal source of policy necessary for
implementation of SDAF. In addition, other guidance facilitating program execution include
Section 718, DOD 7290.3-M; the SDAF Charter, Standard Operating Procedures (SOPs)
previously distributed to DOD components; and IA implementing instructions.

140002 MANAGEMENT. SDAF is implemented through the following components of the
DOD organizational structure:

A. DSAA. DSAA has overall management responsibility for SDAF. Specific DSAA
responsibilities include, but are not limited to, the following:

1. Preparation of the annual procurement plan;

2. Issuance of SDAF funding documents to procure articles and services by the
Fund; 3. Allocation of SDAF assets for the USN and the USAF;

4. Review of SDAF LOAs prior to DSAA countersignature;

5. Periodic assessment of fund status to include Profit and Loss analysis; and

6. The preparation of annual reports.

B. IAL The lAs have overall responsibility for program implementation of SDAF. Tasks
performed by lAs for DSAA include, but are not limited to, those cited below:

1. Submissions to the annual procurement plan;

2. Program management of SDAF assets;

1400-1 Change No. 3, 1 March 1991



140002.B.3. DOD 5105.38-M

3. Conuact management-

4. Allocation of selected assets for NSA and the USA; and

5. FMS LOA management for sell-out of SDAF equities from LOA preparation
through deivery reporting.

C. SAAC. SAAC performs centralized accounting and no other activity is authorized to
disburse SDAF funds. Other accounting duties include, but are not limited to, the following:

1. Performing general ledger accounting in accordance with applicable DOD
Comptroller guidance;

2. Performing contract accounting and disbursing functions in accordance with the
FAR;

3. Performing FMS LOA accounting for SDAF LOAs in accordance with DOD
7290.3-M;

4. Assuring the adequacy of FMS Trust Fund deposits to meet case requirements of
SDAF sell-out and transferring such amounts to the SDAF account as required; and

5. Performing other accounting responsibilities as agreed between Director, AFAFC

and Director, DSAA.

140003 FUNDING.

A. Sources of Caoitalization. SDAF is a revolving fund managed by DSAA. From
FY 82-86, SDAF was incrementally capitalized with miscellaneous receipt FMS funds from NC,
asset use charges, and contractor rental payments for use of USG plant and production equipment.
Following capitalization of SDAF, sale of defense articles that it has procured became the principal
source of replenishment. This permits SDAF dollars to revolve within the limits established by
Congress. The capitalization ceiling for SDAF was set at $1.07 billion for FY 1987 and each year
thereafter.

B. Method of Collection for Capitalization. The process outlined in Paragraph
140003.A. is used when the SDAF is recapitalized or for an increase to the capitalization ceiling.
This method of collection would go into effect upon issuance of guidance by DOD Comptroller in
coordination with DSAA Comptroller. IAs deposit amounts collected on FMS and commercial
sales to SDAF Account Symbol 11X4116. Montl ly, each IA reports deposits to DSAA-via the
RCS 1147(M) Report.

C. Administrative Expenses. The cost to administer SDAF is included in the annual
FMS Administrative Budget Guidance is provided to IAs with each FMS Administrative Budget
call.

140004 OVERVIEW OF OPERATIONS.

A. The operation of SDAF primarily encompasses two overlapping processes. These
processes are described as buy-in and sales (or sell-out).

1. Buy-in involves procurement of defense articles and services through the lAs.
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2. Sales involve procurement by foreign countries, throbgh the established FMS
process, of defense articles and services previously acquired.

3. Sales value is typically $200-$300 million per -ear.

B. Other operational activities related to the buy-in and sales processes include:

1. Procurement Plan. An annual procurement plan, developed by DSAA in
consultation with the IAs, the JCS, the CINCS, OMB, and DOS, determines the articles and
services which the SDAF will procure citing a particular fiscal year of funding.

2. Appn ionment. Following Congressional passage of the SA Appropriations
Act, OMB provides an annual apportionment to the SDAF account. This apportionment
determines the amount of obligations SDAF can incur out of its total capitalization.

3. f•roew-mun L Prior to the issuance of a MIPR, DSAA will coordinate with the
procuring IA to define.item configuration, ancillary items, and delivery scheduling for the
purchase.

4. MIPR Issuance. Following the decision to buy an item, DSAA issues a
MIPR, DD Form 448, to the appropriate IA to procure the item.

5. Allocations When a sale is pending, SDAF assets are allocated by DSAA or
the IAs as applicable, and reserved for the foreign purchaser. At the time of LOA acceptance, the
asset moves from an allocated to a sold status.

6. LOAs. Normal SDAF operation allows FMS countries to buy out the SDAF
equity from on-going contracts prior to physical delivery to the USG. In general, standard
procedures for developing, implementing, and closing an FMS LOA are followed by the SDAF.

140005 PROCUREMENT CRITERIA. No single criterion determines whether an item
qualifies for SDAF procurement; however, statute requires that emphasis be placed on items that
are in short supply for U.S. forces and that also have anticipated FMS customer requirements.
Items should:

A. Be those which, based on experience, judgement, and an analysis of the historical data
and a projection of needs, are most likely to be needed to meet foreign requirements in less than
normal PLT;

B. Be those whose withdrawal from active or reserve force inventories, or diversion from
production dedicated to active or reserve forces, would result in seriously adverse impact on the
combat readiness of U.S. forces;

C. Be capable of being produced from existing or expanded production lines;

D. Be required to meet established acquisition objectives of U.S. forces, if not transferred
to meet foreign requirements;

E. Have significant anticipated FMS demands;

F. Be those with long PLTs (particularly over 24 months);

G. Have the capability of being approved for foreign sales under current NDP.
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Additionally, Sec 51 (a) of the AECA states that SDAF may be used for procurement of defense
articles that are particularly suited for narcotics control purposes. There are certain items that do
not meet procurement criteria because of uncertain future production of weapons; however, these
items may be considered for procurement by SDAF or production bases may be maintained as
deemed necessary by DSAA when customer requirements exist for these items. Decisions to buy
with SDAF funds also take into account service levels, production base availability, mobilization
base requirements, availability of procurement options for replacement items, modification to meet
foreign demand, NDP, available capital in SDAF, and investment in items from previous
procurements.

140006 PROGRAM IMPLEMENTATION.

A. Plan. DSAA develops an annual SDAF procurement plan in consultation with the
IAs, the JCS, the CINCS, OMB, and DOS. The procurement plan is provided annually to
Congress in accordance with the AECA, Sec 53. The development of the plan is described in
detail in Table 1400-1.

B. Apptioment. In recent years, three-year obligational authority has been granted to
SDAF. Such authority is approved by Congress through an annual Appropriations Act. OMB
gives the approval to obligate the funds through an annual apportionment to the SDAF account at a
line item level. Later requests to amend the approved final Procurement Plan necessitate
reapportionment by OMB.

C. MIPR Issuance. DSAA issues MIPRs to the appropriate IA for the purchase of
SDAF items. MIPRs are processed generally in accordance with DFARS 208.70, Coordinated
Acquisition. IAs negotiate, wherever possible, separate contracts for SDAF procurements. Where
separate contracts are not feasible, SDAF items must be on separate contract lines. A Category II
method of funding (Direct Citation) is normally utilized. SAAC will be identified in each contract
as the paying station. Each SDAF MIPR is restricted to one major end item and associated spare
parts, ground support equipment, or other related items.

1. Upon receipt of the MIPR, the IA processes "Acceptance of MIPR," DD Form
448-2. Affixing a stamp to the DD Form 448-2 as acceptance of the MIPR is not acceptable. Use
of a Category I Method of Funding (Reimbursable) is prohibited unless agreed upon by DSAA in
advance. Acceptance of MIPR requires the identification of costs in the categories shown in Table
1400-2 "MIPR Cost Checklist," to assure SDAF fuel cost recovery. A completed copy of Table
1400-2 must accompany the basic MIPR acceptance and balance to the MIPR value. See DOD
7290.3-M, Sections 700-722 for clarification on how to accumulate the costs for Table 1400.2.
MIPR adjustments (i .e., requests for additional funds, withdrawing funds, change of quantity) are
the responsibility of the procuring IAs to initiate. Any later requests to amend existing MIPRs will
be justified in Blocks 12 and 13 on DD Form 448-2. Upward adjustments in funding requirements
can only be requested via the IA, and require a MIPR amendment processed by DSAA.
Adjustments changing MIPR quantity require DSAA approval. MIPR acceptances must be
accompanied by a forecast of disbursements for the procurements covered by the MIPR. The
disbursement forecast requires updating based on the cumulative disbursements for all contracts
and in-house efforts. MIPR acceptances must also include estimated delivery dates and
subsequently provide contract delivery dates, including adjustments, when known.

2. If it is determined to be necessary, due to the urgency of the requirement, and
modification of an LOA is not possible, a reverse MIPR may be used. A reverse MIPR is also
required when SDAF- owned assets are used to pay back the IA for assets diverted from the IA's
inventory to satisfy urgent FMS requirements. A reverse MIPR authorizes lAs to purchase
defense equipment and services from the SDAF account. The procuring activity prepares and
sends a MIPR to DSAA providing funds and requesting the purchase of assets previously
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identified by mutual agreement between the IA and DSAA. DSAA accepts the IA's MIPR and
forwards the MIPR and MIPR Acceptance to SAAC.

D. Procurement of SDAF Items. Procurements for SDAF are subject to the FAR
and, in particular, to DFAR Supplement 25.7303 on notification to prospective sources of the
procurement for a potential FMS and to DFAR Supplement 25.7304 on pricing such acquisitions.
Copies of contracts for SDAF procurements (except ammunition) must be provided to SAAC,
FSRS, Denver, Colorado 80279-5000, within ten days of contract award.

E. Allocation Process. The SDAF allocation process is as follows:

1. The applicable IA verifies the availability of SDAF assets to meet a foreign
purchaser's request;

2. IA notifies DSAA SDAF Division immediately upon receipt of an LOR when
SDAF assets are involved.

3. SDAF Division initiates the decision process for allocating assets.

4. Generally, SDAF assets are allocated by DSAA. In some instances, NSA issues
priority allocations for COMSEC. The USA has allocation authority for the SDAF assets it
manages upon approval by DSAA.

5. DSAA or USA issues an allocation message directing LOA preparation and
specifying the item, quantity, etc.

6. Asset allocations are reviewed periodically by DSAA and the IAs to assure that all

transactions are completed or to initiate proper follow-up.

140007 SALES TO THE SDAF (BUY-IN).

A. General. Materiel and recurring services in support of purchases by SDAF will be
priced according to the requirements in DOD 7290.3-M, Section 71802. Price elements may be
found in Table 1400-2.

B. Pricing of SDAF Items Purchased From Stocks. Stock funded items sold to
SDAF will be priced at standard price plus the current replacement surcharge rate for non-C4SSA
customers. The price of major items sold from stock will be based upon a determination as to
when the items will be replaced in kind, replaced with an improved item, or not replaced. Also see
DOD 7290.3-M, Section 71802.

C. Interdenartmental Orders. Sub-MIPRs issued by one IA to another may not cite
SDAF funds. Sub-MIPRs must cite the issuing IA's funds.

D. Payments for CAS. lAs bill CAS to SAAC simultaneous with other CAS billings
for FMS and SAAC makes payments to the IAs from the CAS account. The CAS account will be
replenished at a 1.5% rate applied to contract disbursements on SDAF purchases. In the event
SDAF assets or equities are sold to an FMS customer for which a reciprocal waiver of CAS is in
effect, the amount for CAS paid to the IA will be refunded to the SDAF account. Payment of CAS
is also required on ammunition purchases.

1400-5 Change No. 3, 1 March 1991



140008. DOD 5105.38-M

140008 INVENTORY CONTROL AND REPORTING.

A. Custodial Resnonsibilitv. SDAF inventory is the responsibility of the IAs. The
procedures for proper inventory management followed for the IAs own inventory should be
followed for the SDAF. SDAF items, as defined in the MIPR, are accounted for and traceable by
established mechanisms such as serial numbers. Additionally, quarterly inventory reporting to
DSAA in the format shown in Table 1400-3 is a responsibility of the IAs.

B. Reporting Deliveries to the SDAF Account. Delivery of items to SDAF will be
reported to DSAA as part of the quarterly inventory report (Table 1400-3). 'Delivery of items
should correlate to the same end items for which MIPRs were provided. For items provided from
DOD sources, SF 1080 billings with accompanying back-up detail, will serve as the source
documents. For items provided from new procurement, SF 250s with accompanying back-up
detail, will serve as the source documents.

C. Storage of SDAF Inventories. Major SDAF equipment held in DOD inventories
will normally be segregated from other DOD items. However, as an exception to this general
policy, SDAF items may be co-mingled with Service inventories for specific purposes such as
reduction of loss for shelf life items. IAs will forward bills for SDAF storage to SAAC. Bills will
be for direct out-of-pocket costs incurred on major equipment.

D. Inventory Losses. Secondary item prices include a pro-rata inventory loss cost;
therefore, inventory losses related to SDAF secondary items will be absorbed at the time of the loss
by the IA responsible for managing the items. If SDAF major items are lost while held in
inventory, the responsible IA will conduct an investigation in accordance with the requirements of
DOD 7200.10-M. Results of this investigation will be forward to the Director, DSAA for
disposition.

140009 PRICING SALES FROM THE SDAF (SELL-OUT). Sales from SDAF
will be priced according to DOD 7290.3-M, Section 718. Sales from SDAF are distinguished
from sales of DOD stocks and sales from new procurement

A. Stabilized Pricing. Stabilized pricing insures that the price of major items remains
the same from initial appearance on the LOA to delivery reporting and LOA closure. SDAF items
will be quoted as firm prices and the LOA will be annotated accordingly. Amendments or
modifications are generally not processed for SDAF LOAs in order to accommodate normal
changes in buy-in costs. For stock funded items, the reported price at time of delivery may not
agree with the LOA price due to the IA catalog pricing. The pricing elements outlined in Table
1400-4 and in DOD 7290.3-M, Section 71802, Paragraph B, C, and D comprise the selling price
of items sold from SDAF.

B. Sales to FMS Countries. The selling price for SDAF assets sold to FMS countries
will be computed by establishing a base acquisition price as described below. Applicable NC
charges will be added to the base price to arrive at the SDAF selling price. Applicable charges for
PC&H and transportation, and FMS administrative surcharges are additives to and not a
component of the item selling price.

1. The SDAF full value base price will be the higher of the SDAF procurement price
or the current DOD contract price which must match the current MIPR value.

a. The SDAF procurement price is the total estimated unit price as reflected on
SDAF procurement requests for the item being priced, and includes appropriate add on charges.

1400-6 Change No. 3, 1 March 1991



140009.B. 1.b. DOD 5105.38-M

b. The current DOD contract price, identifying add on charges, will be
estimated by the DOD component involved.

2. In accordance with DOD 7290.3-M, Section 71802, if DSAA determines an
SDAF item to be of reduced utility, an appropriate reduction to the price may be made. Such a
reduction could conceivably lower the selling price to below the SDAF cost.

140010 FMS SALES OF SDAF ITEMS.

A. P&A Data. Requests for P&A for items that are on contract for SDAF procurement
are coordinated with DSAA prior to responding to the LOR. DSAA, in conjunction with the IAs,
will decide whether to fill the request from SDAF contracts, DOD inventories, or new
procurements. The IA responds with P&A data (Section 70002). Pricing information will be
coordinated with DSAA prior to release.

B. LOA Management. LOAs for SDAF items prepared by WAs will be prepared in
accordance with guidance provided in Chapter 7 except as follows:

1. Originally, all SDAF LOA designators were assigned by DSAA and used an IA
code of "Q". Currently, the USA is utilizing a "B" IA Code, "J" designator with "F' Source of
Supply Code to indicate SDAF. The USAF has also been authorized the use of a "D" IA Code,
"JQ" designator for its SDAF LOAs.

2. SDAF and non-SDAF items are normally not included on the same LOA. Army
"J" cases include both SDAF and non-SDAF lines. SDAF and non-SDAF items will not be
commingled on the same LOA line.

3. The SDAF FAW (Table 1400-4) must be provided for each line and is to be used
in lieu of the regular FMS FAW when source of supply is SDAF. The SDAF FAW must include
"the SDAF MIPR line and support line numbers. DSAA SDAF Division requires an exta DD Form
1513 accompanied by thrde sets of SDAF FAWs (one copy for DSAA/Plans/SDAF Division; one
copy for SAACISDAF; and one for SAACYCountry Manager). When a variation in price occurs on
the LOA, a new SDAF FAW must be submitted for each line affected on the basic LOA (a new
LOA need not be prepared unless directed by DSAA).

4. For "J" cases, payment schedules must distinguish payments required for SDAF
lines. Payment schedules must reflect disbursement profiles for applicable SDAF contracts.
Payment schedule changes on SDAF LOAs must be approved by DSAA/SDAF Division.

5. Initial deposits as normally computed for FMS LOAs will be increased by the
value of disbursements already made for SDAF items being sold. SAAC will provide dis-
bursement information on SDAF items upon request to activities preparing SDAF LOAs.

6. Amendments or modifications to SDAF LOAs are generally not processed for
normal changes to SDAF buy-in costs. However, country-specific changes which affect SDAF
buy-in costs should be reflected by an amendment or modification. Other changes such as those
relating to quantities, delivery schedules, and policy changes should also utilize an amendment or
modification (Section 804).

7. Signed copies of DD Forms 1513, 1513-1, and 1513-2, involving SDAF items,
should be forwarded to DSAA, Attention: DSAA/Pans/SDAF Division.
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C. Reauisitioning and Billing Procedures for Items Purchased from DOD
Stocks (MILSTRIP). For stock funded items, the requisitioning activity uses its own fund
code, signal code L, and the activity's DCDAAC. SAAC is billed by SF 1080 for all reimbursable
cost.

D. Payment for Transportation of SDAF Items. Costs incurred to transport
materiel to assembly or holding points that are not included in the item price are funded on the
original MIPR issued for such materiel. When a GBL is processed by a transportation officer, a
copy of the GBL will be forwarded to SAAC. This will alert SAAC that transportation costs will
be incurred against the original MIPR. Thus, SAAC will inform SDAF that additional funds might
be needed for transportation on the original MIPR. USAFAC is the paying office for all FMS
GBLs. Attach copies of the GBLs to the copy of the Daily Register of Meal Tickets and
Transportation Transactions provided to SAAC. Recoupment of transportation expenses for FMS
sell-out will follow existing FMS guidance in DOD 7290.3-M, Chapter 8.

E. Reports of Discrepancy. This supplements guidance contained in DOD 7290.3-M
Section 802 and DOD 5105.38-M Section 130802. It is DOD policy that the appropriation that is
credited with the proceeds of a sale will pay ROD costs or replace the material when the USG is
deemed to be liable to the FMS customer. Hence, it is DOD policy that SDAF should finance
RODs on SDAF cases, when applicable.

F. LOA.Cflosure See Section 130503. SDAF LOA closure involves additional reviews
as follows:

1. SDAF LOA Closure - "Q" Cases, SAAC informs DSAA/SDAF Division
monthly of those LOAs for which all collections have been made, accounts are balanced, and
which are ready for closure.

2. Combined SDAF/IA LOA Closure - "B. D. P. M" LOAs - SAAC as
Financial Manager. SAAC is the financial manager for any FMS LOA line on IA LOAs that
sell SDAF assets. Closure responsibilities are accomplished as agreed between SAAC and the
appropriate IA for each SDAF LOA line. Once an LOA line is balanced, SAAC informs
DSAA/SDAF Division that the line is ready for closure and requests approval. Final closure of an
LOA line will not be accomplished until the amount of SDAF reimbursement is approved by
DSAA/SDAF Division.

3. SDAF LOA Closure - SAAC is not Financial Manager. LOA closure
responsibilities for the sale of SDAF assets transferred to a purchaser, wherein SAAC is not the
LOA line manager, resides with the appropriate IA responsible for the FMS LOA or LOA line.
DSAA SDAF Division assures recoupment of the appropriate amount to the SDAF account.

140011 SDAF DELIVERY REPORTING

A. Delivery Renorting. Assets sold to an FMS customer will be reported to SAAC by
the UAs on DD 1517 (See DOD 7290.3-M, Sections 80302 and 80303). LSC must be excluded
from the reported delivered price. Two categories of items will be reported to SAAC.

1. Major Eouinment. Major SDAF equipment items shipped to FMS customers
will be reported to SAAC by the lAs on DD 1517 within ten days of shipment.

2. S•JIzW I tems. Support items owned by SDAF and sold to an FMS customer
will be reported to SAAC by the IAs on DD 1517 (DOD 7290.3-M, Sections 80302 and 80303).
Reports will be submitted to SAAC within seven days of the date of the drop from inventory and
contain the latest FMS price for the items being sold.

1400-8 Change No. 3, 1 March 1991



14001 1.B. DOD 5105.38-M

B. DeiveryJCodes. SDAF shall use three delivery source codes.

1. SA - Sale of items originally purchased from DOD inventories.

2. SD - Sale of items procured from contractors by the Fund. This delivery source
code will compute PC&H.

3. SE - Sale of items procured from contractors and shipped directly from the
contractor to the FMS customer, providing there is no requirement for any special packing, crating,
or handling. This delivery source code will not compute PC&H.

140012 EOUIPMENT LOANS. The AECA and the SDAF Charter and Operation
Instructions permit assets procured by SDAF to be loaned to the IAs with SECDEF approval;
however, leases of SDAF items are not permitted. SDAF items loaned to the IAs require either
restoration to their original condition at the end of the loan period or replacement at 1A expense.
The receiving IA is responsible for storage and O&M costs incurred for the loaned equipment. In
the event loaned equipment is permanently transferred to an IA the transaction is priced at the
amount specified in the loan agreement (See Table 1400-5).

140013 REPORTING. Input for the report requirements (A through C) will be provided by
SAAC. As part of the annual written report to Congress, required by Sec 2431(a) of Title 10,
U.S.C., regarding procurement schedules for each weapon system for which funding
authorization is required, DSAA shall provide a report estimating the likely procurements to be
made through the Fund.

A. Bgorting. SAAC prepares a number of reports in accordance with applicable
sections of DOD 7220.9-M, DOD Accounting Manual.

B. Collection Renorting. If SDAF were to be recapitalized, DOD components would
be responsible for identifying SDAF collections from authorized sources and for depositing these
collections to account 1 1X4116. Monthly reporting of SDAF deposits to DSAA
COMPTIFR&CPD is required by the 25th day of each month. As a minimum, a segregation of the
SDAF deposits into the following subheads (limits) that show the source of collections is required.

Accounting
Subhead Source

.1 Non-excess principal/major end items which will not be
replaced within the obligation availability of current
procurement appropriations.

.2 Excess stock fund and procurement secondary items.

.3 NC charges.

.6 Contractor rental payments for USG plant and production
equipment.

.7 Payments from FMS Trust Fund or Military Assistance
Appropriations for sale of SDAF equity in contracts and
inventories.

.8 Payments from IA Appropriations for SDAF items transferred
to the IA for temporary use and which are not returned.

1400-9 Change No. 3, 1 March 1991



140013.C. DOD 5105.38-M

C. DOD Internal Reporting. Defense items received from SDAF and taken into
property accountability by the IAs require quarterly reporting to DSAA as described in Table
1400-3.

D. Congressional Renortin. By 31 December of each year, DSAA will submit to
Congress a report to include:

1. A description of each contract for the acquisition of defense articles or services
which was entered into during the preceding fiscal year,

2. A description of each contract for the acquisition of defense articles or services
which is anticipated to be entered into during the current fiscal year,

3. A description of each defense article or service acquired that was transferred to a
foreign country or international organization during the preceding fiscal year, and

4. An evaluation of the impact of the utilization of the authority of the SDAF on
U.S. defense production and the readiness of the U.S. Armed Forces.

1400-10 Change No. 3, 1 March 1991



DOD 5105.38-M

Table 1400-1

SDAF Schedule for Procurement Plan Development

Planning
Dalt* Activity

15 Jan DSAA memos (IAs and DSAA Operations and message
(CINCSAOs) Sent, requesting nominations.

31 Mar Nomination replies to DSAA Plans.

Apr- May DSAA Plans prepares FY Plan (Draft).

25 May DSAA distributes FY Plan (Draft) for review.

5 Aug Replies to DSAA Plans

Aug - Sep DSAA Plans prepares FY Plan (Fmal).

25 Sep DSAA FY Plan (Final) to OMB.

1 Oct DSAA FY Plan (Final) to Congress

Oct - Dec DSAA Comptroller signs and issues MIPRs to implement Plan.
(Note: Depends upon when Congress passes Appropriation.

The exact calendar date will vary slightly from year to year, based on weekends, holidays,
or similar adjustments.

Table 1400-1. SDAF Sche e for Procurement Plan Development
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Table 1400-2

Special Defense Acquisition Fund
MIPR Cost Checklist

MIPR#: Line #- Quantity.

MIPR Line Value: $

MIPR Cost Eh=en Price Uni Prica01

a. Contract Hardware & Related Equipment Costs

b. Contractor Engineering & Support

c. Government Furnished Material

d. Engineering Services, Government

e. Direct Labor (Example: AIF)

f. Unfunded Civilian Pay Costs

g. Unfunded Military Pay Costs

h. Engineering Change Orders

i. Proof and Acceptance

j. First Destination Transportation

k. Test Ammunition

1. Quality Assurance -_ _

m. Contingent Liabilities

n. Other (Explain)
MIPR VALUE

[Acceptance of related MIPR requires identification of costs in the categories shown to assure full
cost recovery. Accumulate above costs in accordance with DOD 7290.3-M, Sections 700-722.
Other applicable surcharges will be applied at time of sale; such as, NC and PCH&T.j

Table 1400-2. Special Defense Acquisition Fund MIPR Cost Checklist
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Table 1400-4

Defense Security Assistance Agency
Special Defense Acquisition Fund

Financial Analysis Worksheet

I-OA LOA Preparer

Item Organization

LOA Line Telephone No.

Quantity Date Prepared

L SDAF Component Price

A. SDAF Source Stabilized Unit Price; Higher of:

(1) SDAF Contract , MIPR-Line

(2) Latest DOD Contract , FY

B. SDAF Other Source Unit Price

(1) Support Contracts , MIPR-Line(s)

(2) DOD Work Orders , MIPR-Line(s)

(3) Stock Funded , MIPR-Line(s)

(4) Other (Explain) MIPR-Line(s)

C. SDAF Adjusted Unit Price

(1) Contract Administration Services

(2) Frst Destination Transportation MIPR-Line

(3) Production & EngineeringjOther MIPR-Line

(4) Recurring Support Cost:

(a) Contract MIPR-Line

(b) Government MIPR-Line

(5) Long-Lead Recoupment .. MIPR-Line(s)
* (6) Logistical Support Charge MIPR-Line(s)

(7) Other (Explain) MIPR-Line(s)

D. Sub-Total SDAF Adjusted Unit Price (IA+IB+IC)

Table 1400-4. DSAA SDAF Financial Analysis Worksheet
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Table 1400-4

DSAA SDAF Financial Analysis Worksheet (Continued)

II. FMS Component Price

A. FMS Adjusted Unit Price

** (1) NC (RDT&E)
** (2)NC (Production)

(3)Other (Explain)

B. Sub-Total FMS Adjusted Unit Price (ILA)

HI. Total SDAF Unit Price (ID+IIB)

IV. Remarks

Note: To be used in lieu of regular FAW when source of supply is SDAF. Three of the SDAF
FAWs are required. Distribution includes:

First Copy: DSAA/Plans/SDAF Division
Second Copy: SAAC/SDAF

Third Copy: SAAC/Country Manager

* LSC is computed on base price plus all add-ons.
** If Applicable

Table 1400-4. DSAA SDAF Financial Analysis Worksheet (Continued)
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Table 1400-5

Defense Security Assistance Agency
Special Defense Acquisition Fund

Loan Agreement

Under the authority of Chapter 5 of the Arms Export Control Act (AECA) and enacted by the
International Security and Development Cooperation Act of 1981, the defense items listed on
the attached listing are loaned to the (Implementing Agencya). The amplementing Agfency) will
bear the cost of operation and maintenance of the loaned items, the cost of restoration, or the cost
of replacement with a new items upon the termination of the loan period. If the items are to be
replaced at the end of the loan period, the replacement items will be of-like kind and quantity and
will be new and of equal or greater utility. The loan period begins (Date.

At the end of the loan period (Date). the (Impiementing Agency) will have completed the
restoration, replacement, or purchase of the loaned items and will have reported the status and
disposition of the loaned items to the Director, DSAA. If, at the end of the loan period, the
(Implementing Agency) has not restored, replaced, or purchased the items, the .IwpImnfing
Agmc4 will not use the items any further without first executing a new SDAF loan agreement.

Director, DSAA Implementing Agency
(Signature) (Signature)

03ate) (DMme)

Table 1400-5. DSAA SDAF Loan Agreement
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SECTION 1401 - FOREIGN MANUFACTORE OF US DEFENSE EQUIPMET,

140101 PURPOSE. The purpose of this section is to define US policy with respect to **
requests for release of technical data and offset procurement and to supplement information
provided in this manual; DODD 2000.9, International Coproduction Projects and Agreements
Between the U.S. and Other Countries or International Organizations; and DODD 5530.3,
International Agreements. The reader is referred to Chapter 5 of this Manual for information on
Export Control, Disclosure and Technology Transfer policies.

140102 BACKGROUND AND SCOPE. In the international arms environment, military
necessity requires a better integration of U.S. forces with those of cooperating nations. For this
reason, foreign manufacture of US defense equipment is determined to be to the benefit of the
U.S., under the following circumstances:

A. With allies in general: when it encourages the strengthening of their defense forces,
improves U.S. defense relationships, and enhances interoperability with U.S. forces.

B. Within NATO: when it improves the ieadiness and interoperability of Alliance forces
and maintains a viable Alliance defense industrial base on both sides of the Atlantic.

C. With selected nations: when it is advantageous to assist in maintaining their defense
industrial bases or in improving their general defense capabilities by means of collaborative defense
programs. Implementation of such foreign manufacture programs by the USG can be under the
auspices of:

1. An international agreement for the coproduction of the items such as MOU or
MOA,

2. A cooperative development agreement,

3. An FMS case which provides the recipient with the technical data necessary to
either manufacture, or operate and maintain, the defense item.

140103 AUTHORITY TO NEGOTIATE AND SIGN INTERNATIONAL AGREE-
MENTS.

A. General. DODD 5530.3 provides that no DOD element may negotiate or sign an
international agreement (other than those in the intelligence field) without the prior written
concurrence of the Office of the USD(P) unless specific delegation of authority has been received.
Such delegation is granted on a case-by-case basis. Within the SA program, FMS LOAs are
exempted from the requirements of DODD 5530.3. For all other agreements, such as MOUs
covering foreign manufacture of U.S. defense equipment (coproduction, licensed production,
etc.), or other special types of sales not reflected on a LOA, the terms of DODD 5530.3 must be
met. For coproduction programs which iJiclude FMS provisions for transfer of defense articles or
services, written authority must be obtained from the Director, DSAA prior to entering into
negotiations, as defined in Paragraph C.2 of DODD 5530.3. It should be noted that requests for
such authority must include not only a description of the project involved, but also fiscal and legal
memoranda, as outlined in Section H of the Directive. International agreements for twe
coproduction of MDE will be classified Confidential, as a minimum, until the agreement is
concluded. Since such agreements involve matters which must be resolved on a governmental
basis as part of a broad program of cooperation, copies of the agreements under negotiation will
not be released to parties outside of the USG. However, they may be discussed with
representatives of appropriate US industry for the purposes of obtaining the information requested

1401-1 Change No. 4, 2 March 1992



140103.B. DOD 5105.38-M

in Paragraph 140104.C. below. With the consent of the foreign country, agreements may be
released to specific U.S. firms for implementation.

B. Congressional Notification. Any international agreement which commits the
USG to the sale of defense articles and defense services for $50 million or more, or any major
defense equipment of $14 million of more, will be reported by the DSAA to the Congress under
the terms of the AECA, Section 36(b) prior to conclusion of the agreement. The statutory
requirement for reporting, as well as the requirement for advance notification to Congress, extends
to any undertaking by the DOD to establish an FMS transaction. Refer to Chapter 7, Section 703,
for information regarding the processing of Section 36(b) notifications. In addition, the
Department of State may be required to submit to the Congress Notifications under the AECA,
Sections 36(c), 36(d), and/or 42(b) in advance of the conclusion of the agreement.

C. International Agreements Involving Foreign Manufacture of Defense
Items Manufactured in Government-owned. Government-onerated Plants. Infor-
mation on any international agreement with a foreign country or international organization for the
coproduction or licensing of a defense article that is manufactured in a U.S. Government-owned,
Government-operated (GOGO) plant will be submitted to the Committees on Armed Services of
the House of Representatives and the Senate not less than sixty days before the agreement is
signed. The following information should be provided to the Director, DSAA, not less than 90
days prior to the expected conclusion of any agreement falling within this requirement:

1. The name of the foreign country involved;
2. Details of the proposed agreement;
3. The proposed date of the signing of the agreement; and
4. The recommendation of the appropriate officials in the materiel branch of the

applicable DOD component

140104 PRINCIPLES REGARDING COPRODUCTION POLICY,

A. General. Defense policy regarding coproduction is provided in DODD 2000.9. A
coproduction project may be limited to the assembly of a few end-items with a small input of local
country parts, or it may extend to a major manufacturing effort requiring the build-up of capital
industries. Coproduction is a program under the aegis of the USG which is implemented either by
a government-to-government arrangement or through specific licensing arrangements by
designated commercial firms which enable an eligible foreign government, international
organization, or designated foreign commercial producer to acquire the "know-how" to
manufacture or assemble, repair, maintain, and operate, in whole or in part, either a specific
defense item or weapon, communication, or support system. All defense articles and defense
services (including USG "defense information" as defined in Section 644(e) of the Foreign
Assistance Act of 1961) transferred to a foreign purchaser by the USG must be provided in
accordance with the provisions of the AECA.
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B. Technical Data, Technical data is defined as recorded information, regardless of
form or characteristic, of a scientific or technical nature. It may, for example, include document
research, experimental, developmental, or engineering work; or be usable or used to define a
design or process or to procure, produce, support, maintain, or operate material. The data may be
graphic or pictorial delineations in media, such as drawings or photographs; text in specifications,
or related performance or design type documents or computer printouts. Examples of technical
data include research and engineering drawings and associated lists, specifications, standards,
process sheets, manuals, technical reports, catalog item identifications, and related information and
computer software documentation. It does not include computer software or financial,
administrative, cost and pricing, and management data or other information incidental to contract
administration.

C. Initiation of Conroduction Progams. Discussions on coproduction programs
may be initiated by a properly authorized DOD component and by authorized representatives of
foreign governments and international organizations. For programs involving the use of FMS, the
cognizant DOD component will ensure appropriate coordination with the DSAA and will furnish
technical and negotiating assistance as required. DOD component recommendations forwarded to
the DSAA concerning foreign government requests for coproduction must represent consolidated
Departmental views. For programs involving FMS, DOD component recommendation will be
forwarded to the DSAA for authorization to proceed and will include, to the extent practicable, the
information described below. After such agreements are signed, the appropriate DOD component
will perform necessary managerial and reporting functions.

1. Origin, nature, and scope of the program;

2. Supporting rationale for its approval;

3. Implications of the proposed technology transfer endorsed by the DOD
component;

4. Any exceptions to the NDP-1 which are required or have been approved, together
with the scope and limitations of the exceptions;

5. Impact of such coproduction on U.S. industry, including both the prime and
subcontractors involved in the manufacture of the items being considered;

6. The views of these prime and subcontractors with respect to the proposal;

7. The impact of the pigram on the U.S. mobilization base for the item; and

8. The impact of the program on any other authorized foreign production of the same
item.

D. Coproduction Program Financed with FMS Credit Funds.

1. AECA Section 42(b) Notification by Department of State. Section
42(b) of the AECA requires the Secretary of State to provide advice to the Congress prior to the
approval of the use of any FMS credit or proceeds of any FMS loan to finance coproduction or
licensed production in a foreign country. The advice to Congress must include a description of the
defense article(s) to be produced under a coproduction program or licensed production and the
probable impact of the proposed transaction on employment and production within the U.S.
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2. DSAA Advice to Denartment of State. DSAA Operations will not approve
release of an FMS LOA, or funding of a direct sale contract for coproduction/licensed production
which is covered under a government-to-government MOU, to be financed with FMS credit funds
until the Department of State has been advised of the pending program, and the Department of State
has advised Congress as required by AECA, Section 42(b). The letter to the Department of State
will advise of the country, type of proposed transaction (FMS, LOA or direct commercial sale),
description of program and identification of extent of foreign production, and impact on
employment and production within the U.S. (to the extent such information is available).

140105 SECURITY ASSISTANCE COPRODUCTION AGREEMENTS.

A. General. In some instances which involve foreign production of complex U.S.-
developed military equipment, formal government-to-government agreements are necessary.
These take the form of a document referred to as a MOU or MOA. The MOU/MOA is an
agreement, negotiated between the governments, which provides a framework for a program
which will normally require a combination of munitions licenses for industry involvement and/or
FMS LOAs to implement. The guidance below applies to the international agreements negotiated
by DSAA or for which DSAA has granted authority to negotiate and conclude an agreement under
the provisions of DODD 5530.3.

B. Use of MOUs/MOAs. In most programs either a commercial munitions license or
FMS LOA is sufficient to establish the rights and obligations of each party to the agreement. In
general, for most government-to-government programs the substance of Paragraphs 3 and 4 below
can be incorporated into FMS LOAs in lieu of MOUs/MOAs. However, in some exceptional
instances, it is in the U.S. interest to negotiate and conclude an MOU/MOA before initiation of
either the commercial or USG program. Final determination as to whether an MOU/MOA will be
negotiated is the responsibility of DSAA. If the proposed program is anticipated to include some
or all of the following it may necessitate an MOU/MOA:

1. Systems are major items, the program itself is complex, it involves licensed

production, or it is considered sensitive by the USG or U.S. industry.

2. The USG owns or has unlimited rights to the technical data.

3. The system contains classified or sensitive components or classified data is
required to be released for the program.

4. It is determined that clarification and delineation of the responsibilities, duties,
and authorities of the parties is required.

5. One or more of the above factors apply, and the system is in the active MILDEP

inventory, or

6. The foreign country has specifically requested an MOU/MOA.

C. Content of MOUs/MOAs. MOU/MOA provisions are intended to delineate the
basic agreements between the participating governments consistent with all USG legal
requirements. These include provisions for.

1. The identification of program objectives and a statement of how objectives are to
be achieved.

2. Providing USG authorization for the foreign production.

1401-4 Change No. 2, 2 July 1990



140105.C.3. DOD 5105.38-M

3. Setting up the management arrangements.

4. Protecting U.S. security interests.

5. Establishment of the scope of the program in quantitative terms and value, if
possible.

6. Establishing the framework for USO monitorship of the implementation of the
agreement in the foreign country to include any required auditing, production validation, foreign
country reporting requirements, visits by USG personnel, or other USG interface with the
producing country.

7. The establishment of the required framework for implementing the program
through direct commercial or FMS arrangements, or the relationships of the two types of
arrangements.

8. Clarifying the rights and restrictions on the use of technical data, both USG-
owned and U.S. contractor-owned.

9. Providing for the duration of the program and for termination.

D. Seif.iM QOU/AMOA Elements, While there are general provisions which must be
included in all MOUs/IMOAs, no two MOUs/MOAs are necessarily alike. The MOU/MOA reflects
the interests of the involved governments and the final content of each MOU/MOA is determined
during negotiations. However, there are certain U.S. provisions required by U.S. law or
regulations and which are not negotiable. A typical MOUIMOA contains agreement on at least the
following topics (specific guidance is included in other parts of the SAMM):

1. Scone of Agreement. The MOUIMOA must contain a definition of the items
and quantities to be produced in the U.S. and those authorized for production by the participating
country. The participants in the program and their obligations must be clearly stated.

2. Definition of Terms. A list of terms and, when required, their definition must
be included.

3. Exort Channels, A section must be devoted to describing how technical data
and material will be exported from the U.S. Limitations on the use of commercial or FMS
channels will be clearly identified. Generally, classified information and equipment, and technical
data owned by the USG, must be exported through DOD. The role of DOD in assisting the
participating country in obtaining commercial export licenses or technical data belonging to U.S.
companies may also be defined.

4. Authorization for Use of Technical Data. The limits of technical data use
and restrictions on its transfer to third parties must be defined. Consistent with the requirements of
DODD 2140.2, provisions for the payment of royalty fees, and/or nonrecurring cost recoupment ,
charges, where applicable, as well as recognition of the use of USG facilities will be included. *

5. Flowback of Technical Information. Appropriate provisions will be
included relative to the return to the U.S. of any technical improvements to the equipment or
manufacturing processes transferred under the provisions of the MOUIMOA. The USG must have
the right to use the improvements without payment of any fees.
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6. managcmnLt There will be provisions for the establishment of project officers
by the participating governments. These project officers become the points of contact and the
channel for exchange of information between the parties. A joint project office is the preferred
method of management and may be established. USG costs for program management are required
to be financed under FMS procedures.

7. System Configuration Management. The MOU/MOA will usually contain
provisions for configuration management to insure that systems are produced to standard
specifications. The MOU/MOA may include provisions for incorporation of engineering changes
and modifications to the system, and the procedures to manage such changes.

8. Securjt Each MOUIMOA will contain a section on security. Existing security
arrangements between the U.S. and the participating government will usually be referenced in this
section.

9. Customs. Duties. Taxes. Provisions may be included for reciprocal
arrangements relative to taxes, duties, and customs fees in connection with the program. This may
depend on other agreements and on the applicable national laws of the participating countries.

10. Administrative Provisions. Provisions will be included for procedures to
amend or change the MOU/MOA, for identification of the effective national language, and for
procedures to resolve conflicts should they arise.

11. Audit Access and Production Validation. On a case-by-case basis, after
the consultations and reviews required by Paragraph E below, consideration will be given to
including provisions in MOUs/MOAs which allow for U.S. access to the production and storage
facilities where the authorized production will be accomplished, and to applicable records to enable
the verification of production quantities.

12. Third Party Transfer. MOUs/MOAs must address the USG policy and
transfer to third parties of equipment, information, and data received by the foreign government
based on the provisions of the MOU/MOA. Provisions will be included relative to any foreign
production incorporating U.S. origin equipment or based on U.S. origin data or information
obtained from the USG or directly from U.S. industry or other sources.

13. Cost Recounment. MOU/MOA procedures for transfers of articles and data
within the project and for third party transfers must address the recoupment of nonrecurring
research, development, and production costs and for the reimbursement for any applicable
administrative costs. Identifiable administrative costs, unless such fees have been waived or are *
exempted, will be reimbursed to the DOD under FMS procedures. Where applicable, provisions *
for royalty fees will be included.

14. Logistics Support. Provisions relative to logistics support will be included
within the MOU/MOA. This may include such aspects as USG responsibilities, authorization for
foreign production of spares, if any, and any other pertinent requirements. U.S. logistics support
requirements are addressed in DODD 5000.39.

15. 3e.eminfein. Each MOU/MOA will include a specific duration; e.g., ten
years, after which the MOU/MOA either expires or is renewed. Also, each agreement will contain
procedures for the termination of the agreement by either party, as well as provisions for certain
elements of the MOU/MOA to remain in effect after termination; e.g., third party transfer, security,
flowback, and limitations on any further weapon system production, and consideration of
continued production authorization for spare parts.
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E. MOU/MOA Comnliance. It is DOD policy to assure compliance with the terms of :'
international agreements. This policy requirement is clearly stated in Paragraph K, DODD 5530.3.
This paragraph states:

"It is DOD policy to maintain awareness of compliance with the terms
of international agreements. DOD components shall oversee compliance
with international agreements for which the DOD component is responsible.
DOD components shall keep General Counsel, DOD, currently and
completely informed on compliance with all international agreements in
force for which they are responsible. When a question arises concerning
compliance by any party or parties with the terms of an international
agreement that cannot be resolved by informal discussions between the
responsible offices, except for those cases governed by the procedures set
forth in DOD Directive 5525.1, the Head of the DOD component concerned
shall be provided with full particulars of the circumstances relevant to the
question. Unless previously authorized by the Secretary of Defense, no
action shall be taken by any DOD component to resolve or otherwise deal
with such questions having policy significance before obtaining the written
concurrence of both USD(P) and GC, DOD."

1. Responsibilities for MOU Monitoring. DOD enters into agreements with
friendly and allied countries on the basis of common goals to achieve mutual national security
objectives. On this basis there is a clear assumption on the part of both parties that the participating
countries will fulfill their responsibilities under the agreement. To assure that this is accomplished
throughout the duration of the agreement, clear responsibilities for MOU compliance and
monitorship must be established. The overall responsibility for assuring that the MOU terms and
conditions are followed rests with the DOD component responsible for the agreement. Such
responsibility is vested in the DOD component that negotiated the agreement, or for MOUs/MOAs
negotiated at the OSD level, with the DOD component designated as the responsible organization
when the MOU/MOA is implemented. As outlined below, this responsibility is accomplished with
the assistance of other involved USG organizations and U.S. industry.

2. MOU/MOA Provisions. All MOUs/MOAs will specify the provisions for
monitoring and reporting of the foreign production and production validation. The extent of such
provisions will depend on a number of factors including whether a complete system is authorized
for production in the foreign country, whether DOD or U.S. industry retain control of critical
components or technology, the extent of U.S. industry arrangements with the participating
country's foreign industry, and the participating country's ability and willingness to protect U.S.
origin items and technology. Accordingly, DOD and U.S. industry consultations are essential in
developing coproduction programs, and the validation and monitoring requirements for each
program. In certain instances, USG monitoring responsibilities for at least a limited period of time
may be satisfied by arrangement with U.S. industry for periodic reports (See Paragraph 3 below).
In others, USG responsibilities may only be satisfied by arranging for access, etc., for USG
personnel. In this latter case, the following note will be included in the MOU/MOA:

"Production RgLe' alidation-The Government of
agrees to provide periodic reporting of quantities of defense items produced under
this MOU/MOA and will permit U.S. Department of Defense personnel access to
government and contractor facilities, storage sites, and those records necessary to
verify production quantities, as well as control of technical data and other
implementation requirements of this MOU/MOA. Such access, if requested, will be
permitted when mutually convenient, but within a reasonable period of time after
the request. Visits will be accomplished under established visit procedures."
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3. Criteria for USG Monitoring. USG monitoring and production validation
requirements will vary contingent upon numerous factors unique to individual programs.
Decisions regarding USG monitoring requirements will be made on a case-by-case basis after
review of each situation. USG audits of production facilities may not be required when there is
clear evidence of commercial arrangements which are satisfactory to the DOD or where similar
DOD controls would result in a duplication of effort. Such circumstances exist when there will be
a direct agreement between a U.S. firm and the foreign government or foreign firm which provides
access to foreign facilities and production records by the U.S. firm. Further, the need for direct
USG involvement in oversight may also be reduced while the U.S. firm will have technical
representatives in the foreign plant or the U.S. will retain control over critical technology or
components essential to the item being produced. Industry technical representatives will be
requested to provide information on the foreign production including items and quantities, third
party sales, and any non-compliance with provisions of the MOU/MOA to the cognizant DOD
component. When USG monitoring is modified based on the industry arrangements,
MOUs/MOAs will be structured to provide for USG monitoring once industry technical
representatives leave the foreign production facility or are no longer required. In other cases,
authorization of production of the entire item in the foreign country increases the need for USG
monitoring provisions. Whether or not USG monitoring and validation provisions are in the
MOU/MOA does not change the requirements of the responsible DOD components to assure that
the reports required by Paragraph F below are submitted, and for maintaining oversight of the
program. All of these factors will be considered in the initial structuring of the program and in the
initial discussions between DOD and U.S. industry relative to the program monitoring and access
requirements. MOUs/MOAs will be structured to assure that there are acceptable monitoring
provisions for each program and also that the DOD component responsible for the MOU/MOA
receives adequate data to monitor the program and to prepare the status reports.

4. DOD Component Responsibility. The DOD component responsible for an
MOU must assure that the following actions are accomplished.

a. That commitments are not made regarding coproduction programs until
OSD level approval is obtained in accordance with DODD 5530.3.

b. That MOUs are drafted consistent with current DOD policy and that
negotiation and conclusion authority is requested and obtained in accordance with the provisions of
DODD 5530.3.

c. That appropriate provisions are included in all agreements to assure USG
and foreign country rights and obligations are clearly defined. Appropriate provisions to enable
USG monitoring of the agreement as identified in Paragraph 1 above will be included in all
agreements.

d. That munitions export license reviews and approvals will not be provided
prior to completion of negotiations if such approvals would conflict with, or otherwise impact on,
USG MOU/MOA negotiations.

e. That all MILDEP coordination is conducted and any required Congressional
notification data is provided to DSAA.

f. That after conclusion of the agreement appropriate distribution of copies of
the agreement is made to DSAA, the SAO, DIA, OGC (original), State Department Treaty Affairs,
and other involved organizations.
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g. That responsibility for monitoring all aspects of the agreement is clearly - ,
assigned within the organization. Since the majority of the agreements will involve the
coproduction of U.S. defense equipment, it is expected that overall responsibility will normally
rest with the program manager or project manager within a MILDEP.

h. Since many agreements are complex and involve numerous DOD functional
area responsibilities, the monitoring and implementation of individual aspects of the agreements
will be the responsibility of the cognizant DOD component for that functional area. Accordingly,
implementing arrangements will clearly identify such individual responsibilities.

i. That procedures are established to assure compliance with all elements of
the agreement. Issues of noncompliance will be addressed expeditiously. DSAA will be provided
with an information copy of any correspondence issued or received relative to MOU/MOA
compliance matters.

j. Data on the status of the foreign country's production line and the quantities
produced will be maintained. This data will be included in the summary report submitted to DSAA
on a semi-annual basis

k. Assure that production facilities are visited by DOD personnel, if required,
consistent with the provisions of the MOU/MOA. During such visits, the personnel will, as a
minimum, review production records and validate production and retransfer reports. Findings will
be recorded in a trip report and distributed to all involved agencies. The visits may be conducted
by knowledgeable personnel in conjunction with other regularly scheduled visits.

5. DSAA Responsibilities. Under the provisions of DODD 5503.3, DSAA is
the OSD point of contact for coproduction and SA MOUs/MOAs; i.e., MOUs/MOAs that will/may
be implemented under the provisions of the SA program, and for providing the authority to
negotiate and conclude such agreements.

a. DSAA will receive requests from DOD components for authority to
negotiate and conclude coproduction and SA MOUs/MOAs. Prior to providing such authority,
DSAA will staff the MOUs/MOAs with the appropriate DOD components, within OSD, and with
the Department of State.

b. DSAA is responsible for providing policy guidance on coproduction and SA
MOUs/MOAs, when required, and for conducting any necessary staffing of such guidance within
OSD and with the Department of State.

c. DSAA is responsible for staffing and providing to the Congress certain
notifications required by legislative provisions; e.g., AECA Section 36(b).

d. DSAA is responsible for initiating appropriate action within DOD and with
the Department of State when issues of MOU/MOA non-compliance are identified.

e. DSAA/OPS-E is the point of contact within DSAA for all issues relative to
MOU/MOA compliance. A point of contact within Operations will be identified to all involved
organizations regarding all matters concerning the MOU/MOA. This identification will be provided
to the DOD component responsible for the MOU/MOA.

6. SAO Resnonsibilities. As a part of its program management and oversight
function, the SAO has certain responsibilities relative to all SA agreements. To accomplish these
responsibilities, the SAO will:
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a. Identify the specific individual within the SAO who will be familiar with the
agreement and who is responsible for monitoring the status of the agreement in country. This will
include maintaining contact with the cognizant DOD component. Provisions will be made for
continuity of the requirement after departure of the first individual identified.

b. Be responsive to all requests for information from the program manager or
DSAA regarding any security assistance program MOU/MOA.

c. Provide to all involved organizations any information on problems with an
MOU/MOA or information on potential or alleged non-compliance brought to the SAOs attention.

d. When required, to serve as the conduit for production status information
from the country to the responsible DOD component.

F. Status Report of Cogrodnrtio&.. rorgramsl The cognizant DOD
Component will provide to DSAA a semi-annual 'ate of the status of coproduction programs
under its purview, with a copy to OUSDA(IP). D;.. A Reports Control Symbol DSAA 1226 is *
established for this report. The following information is required on a-semi-annual basis as of 30
June and 31 December (The reports will be submitted not later than 31 July and 31 January
respectively):

1. Country/International Organization

2. Date of MOU/MOA

3. Expiration of MOU/MOA

4. Item(s) and Quantity(s) authorized for production in MOU/MOA

5. Status of foreign country's production; i.e., items in production, quantities
produced during previous six months, quantity produced to date.

6. Third Country Sales authorized, if any, specifying country and quantity
involved.

7. Identification/summary of any reports of MOU/MOA noncompliance
received during the previous six months (if none, state none).

8. Source of information for data provided under Sections 5, 6, and 7 of the
report, and a summary of monitoring actions taken during the previous six months.

9. Name, organization, and telephone number of the assigned project officer.

10. Status/summary of technology flowback received and its use. **

140106 COOPERATIVE PROJECTS UNDER THE AECA. SECTION 27.

A. General.

1. One of the components of the DOD relationship with its allies, within the arena of
defense cooperation, involves NATO Cooperative Projects. These projects are authorized by
Section 115 of the International Security and Development Cooperation Act of 1985 which amends
Section 27 of the AECA and, by Section 1102 of the DOD Authorization Act of 1986 which adds a
new Section 2407 to Title 10 of the USC.
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2. The original legislative authority for these cooperative projects applied only to -

NATO member countries. Subsequent authority (Section 1103 of the National Defense
Authorization Act for FY 1987) amended Section 27 of the AECA to extend the scope of the
cooperative projects to specific non-NATO friendly foreign countries, based on identification of the
countries by DOD and reports submitted to the Congressional Committees.

3. Programs eligible for designation and implementation as cooperative projects are
required to meet the definitional and waiver criteria of Section 27 of the AECA and 10 U.S.C.
2407, set forth below. The objective of these projects is to economize through pooling of
resources by all parties. Thus, a basic principle of these projects is the willingness of the
participants to equitably share the costs and administrative expenses of the program. Additionally,
such agreements must provide that no requirement is imposed by a participant for worksharing or
other industrial or commercial compensation in connection with the agreement thAt is not in
accordance with such agreement.

4. Cooperative projects are intended to fulfill joint requirements of both the DOD and
the foreign parties and thus Section 27 provisions are not intended to be applied to those programs
that entail foreign acquisition to meet foreign requirements whether from U.S. production, foreign
coproduction, or licensed production of wholly U.S. developed weapons systems. That is,
cooperative projects are not a substitute for FMS. Cooperative projects make possible partnership
arrangements for truly cooperative projects where the U.S. and another eligible country make
equitable and important contributions during the early phases of weapons systems development
and where a joint management office is established to administer the program on behalf of the
participants.

B. Definitions - Section 27. AECA.

1. NATO Cooperative Project. The term "cooperative project" in the case of an
agreement with the NATO, or with one or more member countries of that organization, means a
jointly managed arrangement, described in a written agreement among the parties, which is
undertaken in order to further the objectives of standardization, rationalization, and interoperability
of the armed forces of NATO member countries and which provides:

a. For one or more of the other participants to share with the U.S. the costs of
research, development, testing, evaluation, or joint production (including follow-on support) of
certain defense articles;

b. For concurrent production in the U.S. and in the country of another
participant of a defense article jointly developed under a. above;

c. For procurement by the U.S. of a defense article or defense service from
another member country.

2. Non-NATO Cooperative Project. The term "cooperative project" in the case of an
agreement entered into with a non-NATO country under subsection (j) of Section 27, AECA,
means a jointly managed arrangement, described in a written agreement among the parties, which
is undertaken in order to enhance the ongoing multinational effort of the participants to improve the
conventional defense capabilities of the participants and which provides:

a. For one or more of the other participants to share with the U.S. the costs of
research, development, testing, evaluation, or joint production (including follow-on support) of
certain defense articles;
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b. For concurrent production in the US and in the country of another
participant of a defense article jointly developed under a. above; or

c. For procurement by the US of a defense article or defense service from
another party to the agreement.

3. Current authorized non-NATO countries are Australia, Republic of Korea, Japan,
Israel, Egypt, and Sweden. *

C. Waiver or Reduction of Charges

1. Authorization to waive or reduce certain charges associated with cooperative
projects, if the other participants agree to waive corresponding charges, is provided for in AECA
Sec 27(e)(1). Waiver or reduction of appropriate charges must be. approved by the Director,
DSAA, prior to the conclusion of the cooperative project agreement.

2. NC Recoupment Charge Waiver. If the cooperative project involves the *
development of a completely new item, with no use of items previously developed with USG
funds, there would be no US NC charge to participant countries as each participant would be *
contributing its equitable share of the cost of development and production. If the cooperative
project involves the use of items previously developed with USG (not jointly funded as a part of
the cooperative project) which involve an NC charge, a waiver of the US charges must be *
processed in accordance with DoDD 2140.2. Countries currently eligible for such waiver are
NATO member countries, Australia, Japan, and New Zealand. The request for waiver of US NC
recoupment charges should be submitted to the Director, DSAA, at the same time the AECA *
Sec 27 certification is provided. (See Paragraph E. below.)

3. FMS Administrative Charges. Normally AECA Sec 27 programs will not be
implemented through the FMS system, and an administrative charge would therefore not be
applicable. When the FMS system is used, the administrative charge will be assessed. Non
assessment of administrative charges required by Section 21(e)(1)(A) and Section 43(b) of the
AECA to the participants, necessitates that the MILDEP program MILDEP appropriated funds
(O&M or R&D) to finance these program administrative costs. Section 27(e)(2) specifically states:

Notwithstanding provisions of Section 21(e)(1XA) and Section 43(b) of the AECA,
administrative surcharges shall not be increased on other foreign military sales made
under the AECA in order to compensate for reductions or waivers of such surcharges
for a cooperative project. Funds received pursuant to such other foreign military
sales shall not be available to reimburse the costs incurred by the USG for adminis-
tration of cooperative projects for which a reduction or waiver of administrative
charges is approved.

4. Processing of reductions or waivers of charges must be accomplished prior to
signing of a cooperative project agreement when such an agreement commits a priori to such
waivers.

D. Implementation.

1. The authority to negotiate and conclude cooperative agreements as described in
AECA Sec 27 (see DoDD 5530.3) is delegated to USD(A&T), with authority to redelegate to the *
MILDEPs.
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2. AECA Sec 27 programs will not be implemented through the FMS system unless
an exception has been made in writing by the Director, DSAA. Proposals to include the use of the
FMS system in a cooperative program should be submitted to the Director, DSAA, and should
include information on MOU terms which provide for waiver of any standard FMS costs. Such
proposals will not be offered to potential foreign participants in a cooperative program without the
prior written approval of the Director, DSAA.

3. Military Assistance Funds and Loan Financing received from the US may not be
used by any other participant to finance its share of the cost of a cooperative project, as defined in
paragraph B. above.

4. For a NATO Cooperative project: AECA Sec 36(b) (which requires a certification
to the Congress of an offer to transfer major defense equipment valued at $14M and non-MDE
defense articles or services valued at $50 million) shall not apply to sales made under AECA Secs
21 and 22 or to production and exports made pursuant to cooperative projects under Section 27.
Section 36(c) of the AECA shall not apply to the issuance of licenses or other approvals under *
Section 38 of the AECA if sales are made, production and exports ensue, or such licenses or
approvals are issued as part of a cooperative project. For non-NATO cooperative projects,
certifications under Sections 36(b) and (c) of the AECA are required.

5. AECA Sec 27 certification of ongoing cooperative projects: With the approval of
the Secretary of State and the SecDef, a cooperative agreement which was entered into by the US
before the effective date of the amendment to Section 27 (August 8, 1985) made by the
International Security and Development Cooperation Act of 1985, and which meets the
requirements of AECA Sec 27 as so amended, may (subject to certification to the Congress) be
treated on and after such date as having been made under Section 27, as so amended.

E. Certification to Congress.

1. Cooperative projects, as all international agreements, require Congressional
notification in accordance with the Case Act (See DoDD 5530.3).

2. Cooperative projects which are to receive waivers or utilize the provisions of
AECA Sec 27 must also be certified to the Congress 30 days prior to signature of the agreement
(Section 27(f)). Prior to submission of the certification, DSAA must consult with the Departments
of State and Treasury on the program. The certification will be accomplished by DSAA.

3. Before certification can be made, the proposed agreement must be the final
version, agreed to by all participants. Submission to the Congress of the notification of an AECA
Sec 27(f) program will not normally occur until the agreement is ready to be signed by all
participants.

4. Any DoD component proposing to sign, on behalf of the US, any agreement or
modification to an agreement, defined in B above, which will utilize the provisions and waivers of
AECA Sec 27 will, not later than 60 days prior to the planned signature of the proposed agreement,
forward to the Management Division, DSAA Operations, the following information for the
certification required by AECA Sec 27(f):

a. A detailed description of the cooperative project;

b. An estimate of the quantity of the defense articles expected to be produced in
furtherance of such a cooperative project;
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c. An estimate of the full cost of the cooperative project, with an estimate of
the part of the full cost to be incurred by the USG for its participation in such a cooperative project,
including an estimate of the costs to be incurred as a result of waivers of charges which would
otherwise be required under AECA Secs 21(e)(1)(A) and 43(b) and an estimate of that part of the
full costs to be incurred by the other participants;

d. An estimate of the dollar value of the funds to be contributed by the US and
each of the other participants on behalf of such a cooperative project;

e. A description of the defense articles and defense services expected to be
contributed by the US and each of the other participants on behalf of such a cooperative project;

f. A statement of the foreign policy and national security benefits anticipated to
be derived from such a cooperative project; and,

g. To the extent known, whether it is likely that prime contracts will be
awarded to particular prime contractors or that subcontracts will be awarded to particular
subcontractors to comply with the proposed agreement.

5. Pursuant to the requirements of Executive Order 11958, DSAA will consult with
the Departments of State and Treasury regarding implementation of cooperative projects under
AECA Sec 27 including waiver or reduction of charges, prior to Congressional certification.

140107 REOUESTS FOR OFFSET PROCUREMENT.

A. DoD Polky. It is DoD policy not to enter into government-to-government offset ar-
rangements because of the inherent difficulties in negotiating and implementing such arrangements.
Any foreign government requesting offset should be informed that the responsibility for negotiat-
ing any offset arrangements resides with the US contractor involved. The USG will not involve a
US contractor in an offset commitment without having its prior concurrence.

B. OffL•lCta.s Examples of offset administrative costs which will be allowable have
been published in DFARS 225.7303-2(a)(2)(iii). Costs which are allowable under the DFARS,
including offset administrative costs, are appropriately reimbursed to the contractor if the costs are
reasonable and allocable. The DoD contracting officer will determine the reasonableness and
allocability of offset administrative costs. Industry administrative costs arising from the
implementation of an industry-to-foreign government offset arrangement directly associated with
an FMS LOA item may be included in the LOA, subject to the following conditions:

1. Offset administrative costs must be included in the applicable LOA line item unit
cost

2. May only be included under LOAs wholly financed with cash or repayable FMF
Credits. No FMF Grant or MAP Merger funds may be used to cover any part of LOAs which
include these costs.

3. Must be provided by the contractor, normally through the contracting officer, for
inclusion in the LOA. Any contractor or subcontractor manufacturer of an item for which the
Purchaser has requested an offset may quote offset administrative costs for inclusion in the LOA.
The costs will not be added following countersignature of the LOA.

4. A note must be added to the LOA when these costs are included (see Section
701). If offset administrative costs are included in the estimated costs of the LOA, or may be
included in the price of the contract to be awarded in support of the LOA, the note must be
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included. It is inappropriate to discuss offset administrative costs with the customer. Questions f'-•
which a customer might have related to offset administrative costs should be directed to the
contractor.

140108 RELEASE OF TECHNICAL DATA.

A. General. It is DoD policy to treat defense-related technolog) as a valuable and limited
national security resource. Any export or re-export of defense related technical data of US origin
to a foreign recipient for its indigenous defense requirements must be approved under AECA
provisions. The principal controls are those provided under FMS procedures or export licensing
for commercial transactions by DoS, Office for Defense Trade Controls (PM/DTC).

B. Definition of Technical Data. Technical data is defined in paragraph 140104.B.
above. The most prominent category of technical data is described as a TDP. The TDP normally
includes technical design and manufacturing information sufficient to enable the construction or
manufacture of a defense item, component, modification, or to enable the performance of certain
maintenance or production processes. It may include blueprints, drawings, plans, or instructions
that can be used or adapted for use in the design, production, manufacture, or maintenance of the
defense items or technology. USG rights to defense related technical data and TDPs range from
complet.o USG ownership, to the possession of unlimited government rights, government purpose
license rights, or limited rights of use of privately-owned data, to complete private ownership
without any USG rights of use.

C. Sfio. The provisions of this paragraph on release of technical data apply to those
programs where an eligible foreign government seeks US origin technical data or a TDP for its use
to meet its indigenous defense requirements or for potential retransfer of either defense items or
technology to another foreign country for non-DoD use. These provisions do not apply to those
programs between a US prime contractor and its foreign subcontractors or potential subcontractors
when the arrangement is intended to further USG defense acquisition requirements. The
provisions of the FAR and DoD Supplement thereto govern such arrangements for DoD
acquisition.

D. Annroval to Release Technical Data

1. Agnroval of the DSAA. All requests to acquire technical data under FMS
procedures must be approved by DoD component concerned and the Director, DSAA.
Accordingly, DoD component will assure that DSAA is provided an information copy of all
requests from foreign governments for such technical data release.

2. Special Requirements When Credit Financed. LOAs for the sale of
technical data for production purposes will normally be financed on a cash basis. In the
exceptional case when an LOA for pt."nduction technical data is approved for FMS credit financing
under the AECA, notification must first be provided to the Congress by the Department of State
pursuant to AECA Sec 42(b).

3. Technical Data Related to Defense Articles Manufactured by
Watervliet Arsenal. Tide 10 USC, Section 4542, prohibits the transfer of technical data from
any government owned and operated defense plant manufacturing large caliber cannons (Watervliet
Arsenal) to any foreign government, or assistance to any foreign government in producing any
defense items currently being manufactured or developed in a government-owned, government-
operated defense plant manufacturing large caliber cannons, unless the exceptional requirements of
the statute are met. Headquarters, Department of Army must be consulted as to whether these
requirements can be met before action may be taken to commit the USG to transfer such data.
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4. Tvnes of Reanests. Requests for technical data and TDPs normally fall into
one of three categories:

a. For use in operation and maintenance of items of US origin defense
equipment which had been previously transferred to the recipient

b. For use in production of the defense item, or component thereof, follow-on-
development of the item/components or improvement of an item of US equipment (or derivations
thereof), and

c. For study or evaluation purposes (for consideration of the desirability of a
specific defense item for later request to the USG for authorization for production).

E. Channels for Transfer of Technical Data and TDPs.

1. US Government-owned Technical Data and TDPs. When requested by
a foreign gevemment for its indigenous defense requirements, USG-owned technical data and
TDPs will only be released under FMS procedures. They will normally not be released unless it
has been determined to be in the US interest to do so and alternative means of meeting the
requirements have been reviewed and are considered to be less desirable. Such technical data and
TDPs will be sold only as defined line items on FMS cases, and the line item will clearly identify
the item of defense equipment to which the data applies. The LOA will define the purpose for
which the data or TDP is released and the applicable limitations and restrictions on the purchaser's
use of the data. Foreign governments are responsible for the control and use of data received.
Accordingly, US-owned data required by foreign firms for authorized programs will be transferred
through the appropriate foreign government.

2. Privately-Owned Technical Data and TDPs for which USG Has
Unlimited or Government Purpose Rights of Use. Technical data and TDPs for which
the USG holds unlimited or government purpose rights of use, and a US firm also holds
associated rights, are preferred to be transferred on a government-to-government basis but may be
transferred by the US firm holding associated rights, subject to USG approval through the export
licensing process. If a government-to-government LOA is requested, the provisions of paragraph
F below will be followed. If a direct commercial program transfer is requested by a foreign
country, and the US firm holding associated rights desires to make such a transfer, the US firm
must comply with the export licensing requirements of the Department of State. In addition, to
facilitate the export licensing process the US firm should consult with the MILDEP holding rights
of use in the technical data.

3. All other Unclassified Technical data and Technical Data Packages.
The provision of all other categories of unclassified technical data and TDPs (i.e. where they are
owned by a US firm or the USG has only limited rights) may be accomplished on a direct
commercial basis subject to the US firm receiving a State Department approved export license.

4. USG NC and Royalty Fees. As detailed in Paragraph 140108 below, when
data is transferred to a foreign country for reproduction purposes and the USG has financial
investment in the development of that data, or development and production tools, the USG is, as
required by DoDD 2140.2, to be reimbursed for any foreign production of the equipment
components or derivatives thereof. This requirement applies whether the technical data and/or TDP
is transferred under FMS by DoD or on a direct commercial basis by a contractor unless such fees
have been waived or are exempted.
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5. £la.ifda Data. Classified technical data and TDPs will be transferred only
through official government channel pursuant to DoDD 5200. l-R, DoDD 5220.22-M, and part 25
of the ITAR.

F. LOAs for Technical Data and TDPs. The LOA will cover, as a minimum, the
full costs for preparation, reproduction, and handling of the technical data and TDP. In addition, if
the technical data and/or TDP is intended to be used for production purposes, the LOA will include
the appropriate fee for authorized production unless such fees have been waived or are exempted.
This fee will be the established NC pro rata charge for MDE items or a royalty fee for non-MDE
items as required by DoDD 2140.2. Guidelines for the royalty fee computation are included in
Paragraph 140108 below. The applicable charge will be included as a separate line on the LOA
unless waived by the Director DSAA under the provisions of Paragraph 140108. The LOA will
clearly state (on the first page after identification of the item) the purpose of the TDP, as follows:

1. '"his TDP is for production purposes."

2. "This TDP is for study purposes only - no production is authorized."

3. '"his TDP is for operation and maintenance only - no production is authorized."

G. Annotating Defense Trade Control Export Licenses. For items where the *
technical data or TDP is owned by the USG (see Para 140107.B. above) and the program is for the
recipient country's indigenous requirements, the Defense Trade Control Export License(s) for *

proposal/evaluation/marketing data will be annotated with a proviso stating the requirement for the
actual production technical data/TDP to be requested via FMS channels. This requirement does not
apply to licenses pertaining solely to marketing data, nonproduction technical data, or data not
owned by the USG.

H. Sale of TDPs for Ooeration and Maintenance Purnoses.

1. General. TDPs will normally not be sold for the purpose of conducting O&M
of US equipment It will be sold for O&M only if there is no other viable means of ensuring that
the US origin equipment can be maintained. TDPs will not be sold for this purpose unless the
MILDEP is able to verify that the specific item of US equipment was provided to the foreign
country through authorized transfer.

2. Data Reauired by the DSAA. If release of a TDP is requested for purposes
of operation and maintenance of an item of US equipment which has been approved for sale to the
requestor, DoD component having cognizance over the item will provide the Director, DSAA,
information shown at Table 1401-1, for use in making a release determination. The data sheet *
should be forwarded to DSAA with the LOA. ,

3. LOA Provisions. The following note should be placed in those LOAs
involving the sale of a TDP for operation and maintenance purposes only:

The technical data package offered herein is provided only for the purpose of **
operation and maintenance of the (defense equipment) transferred to (country) with
USG pW•amn. Should any new operation or maintenance procedures be developed
by (ounry) for the (defense quipment), they will be shared without charge with the
US program manager. In offering this FMS case to (cunta) the US Government
makes no prior commitment or authorization for (ountiy• to manufacture the defense
equipment described therein. Separate US Government approval is required for such
manufacture. The purchaser agrees that unless specific authorization is provided in
writing from the US Government, the TDP will not be used for production.
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I. Sale of TDPs for Production Purposes or Study Purnoses.

1. General. If the item requested to be produced in a foreign country is in excess
or long supply position in a MILDEP inventory or if foreign production would result in an adverse
impact on the US mobilization base for items currently being produced in the US requests for
technical data for foreign production or evaluation of the item will normally be denied. Referrals of
requests to DSAA for production authorization should include the appropriate information relevant
to the intended end use of the TDP. An official written communication is required from the
Purchaser that states the intended end use of the TDP in every case. An LOA for release of TDPs
for study purposes will not be offered unless DoD is willing to release the TDP for production
purposes also.

2. Data Required by DSAA. In the event a TDP is requested for purposes of
foreign production of an item of US defense equipment, the MILDEP having cognizance over the
item will provide the Director, DSAA, the information shown at Table 1401-2, for use in making a *

release determination. The data sheet should be forwarded to DSAA with the LOA. ,

3. Royalty Fee Guidelines. When the purchasing country intends to use the
TDP for production, a royalty fee will be assessed for each item produced unless such fees have
been waived or are exempted. Procedures on royalty fee computations, LOA presentation,
collection, and waiver considerations are included in Paragraph 140108 below.

4. LOA Provisions. The MILDEPs shall include the applicable notes listed in a.,
b., and c. below in LOAs for sale of TDPs for study or production purposes:

a. TDPs Provided for Study Purnoses:

The technical data package offered herein is provided strictly for
study punpses only. In offering this FMS case to [country], the US Government
makes no prior commitment or authorization for [country] to manufacture the de-
fense equipment described therein. Separate US Government approval is required
for such manufacture. An LOA Amendment will be issued for the provisions of a
certified production technical data package and the applicable charges for its use for
manufacture.

b. TDPs Provided for Indigenous Defense Production

(1) The technical data package offered herein is provided for the
manufacture of Iquantityl [defense equipmentl in [countryj for indigenous purpose,
QflIX. Such manufacture may be accomplished either by the Government of
[country] in its own government-owned or government-operated facilities or in
designated in-country private commercial facilities. ,

(2) Any manufacture in excess of this quantity for indigenous
defense purposes will require separate approval of the US Government and the
execution of an LOA Notice of Modification.:

(3) The information furnished under this LOA, and the product
derived from the use of such information, shall not be disclosed or transferred to
any third country, person, or organization without the prior written consent of the
US Government and, where required, the execution of an LOA Modification.
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(4) The use of technical data which will be provided under this
LOA will be limited to that required for the manufacture of the equipment
specifically authorized herein and its operation and maintenance. Information
which has been acquired by the US Government without the unencumbered right to
use and convey to others will not be furnished.

(5) It is understood that the furnishing of these technical data
does not in any way constitute a license to make, use, sell, or transfer whatsoever
any inventions, technical information, or know-how (hereinafter referred to as
proprietary information) owned by third parties which may be described in the
documentation.

(6) The US Government incurs no liability for any procuremeht,
manufacture, use, or sale by the Government of [country] which makes use of any
of the aforementioned proprietary information, or for any results derived from the
use of the technical data furnished. The Government of [country] agrees to
indemnify the US Government against any liability resulting from a claim asserted
by the owner of any such proprietary rights in connection with such use by the
Government of [country] of the documentation provided hereunder.

(7) The US Government will use its best efforts to furnish
technical data that are accurate, adequate for the authorized purpose, current, and
complete; however, the US Government does not guarantee the adequacy,
accuracy, currency, or completeness of these data. Similarly, the US Government
does not guarantee the accuracy, adequacy, currency, or completeness of any US
industry documentation.

(8) The cost of the documentation provided hereunder does not
include periodic updating (revisioning service), which may be requested under a
separate LOA, if desired.

(9) Production Validation - The Government of [country] will
permit US Government personnel access to government and contractor facilities,
records, and storage sites to review the implementation of the requirements of this
LOA. Such access will be permitted when mutually convenient, but within a
reasonable period of time after the request. Visits will be accomplished under
established visit procedures.

(10) Flowbaek of [country] Technical Data to the US:

(a) Technical Data - [country] will furnish or cause to be
furnished the following technical data to the US Government at no cost to the US
Government other than the cost of reproduction, preparation, and handling.

I. All technical data pertaining to changes,
modifications, and improvements in the design of [defense equipment] made in the
course of development, evaluation, production, operation, and maintenance of
[defense equipment].

2. All technical data pertaining to manufacturing
processes employed in the production of [defense equipment].

3. Technical data pertaining to changes proposed in
the design of [defense equipment] but not adopted.
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4. Notwithstanding 1., 2., and 3. above, if
[country] incorporates an existing commercial item without modification of either
the item or the [defense equipment] and if: (i) the item is not based in whole or in
part on US technical data or on US design; and (ii) the item is not in whole or in
part funded or financed by [country] directly or indirectly; and (iii) there is no
development contract or subcontract between [country] and the supplier, then
[counuty] will only be required, to the extent that it has the right to do so without
incurring liability to others, to provide the US Government sufficient information
for the US Government to evaluate the item, to procure it, to incorporate it into the
system, and to operate, maintain, repair, overhaul, and modify it.

(b) Right to Use - [country] will grant or cause to be
granted to the US Government a non-exclusive, irrevocable, royalty-free license to
use and have used for US defense purposes, including security assistance, the
technical data defined in (a)jL 2, and 3 above and any inventions (whether or not
patentable) made in the course of activities covered by this LOA. Additionally,
[country] will use its best efforts to obtain licenses on fair and reasonable terms to
the US Government to use and have used the technical data defined in subparagraph
(a)4 and patented inventions depicted in such technical data for US defense
purposes, including security assistance.

(c) Contract Provisions - [country] will include suitable
provisions in all pertinent program contracts, including a requirement to include
those same provisions in all subcontracts, to meet the requirements of this section.

c. TDPs for Production Purposes which Authorize Third
Countr ale:

(1) The technical data package offered herein is provided for the
manufacture of [quantityl [defense equipment] in [country] for indigeeous purposes
only and [guantityl of [defense equipment] in [country] for subsequent transfer to
[country name(s)]. Such manufacture may be accomplished either by the
Government of [country] in its own government-owned or government-operated
facilities or in designated in-country private commercial facilities.

(2) Any manufacture in excess of this quantity for indigenous defense
purposes and as authorized in note (a) herein will require separate approval of the
US Government and the execution of an LOA Modification which also provides for
payment of additional charges.

(3) The information furnished under this LOA, and the product derived'
from the use of such information, shall not be disclosed or transferred to any third
country, person, or organization other than the Government(s) of [country
names(s)] without the prior written consent of the US Government and, where
required, the execution of an LOA Modification.

(4) The use of technical data which will be provided under this LOA
will be limited to that required for the manufacture of the equipment specifically
authorized herein and its operation and maintenance. Information which has been
acquired by the US Government without the unencumbered right to use and convey
to others will not be furnished.

1401-20 Change No. 6, 10 May 1994



140108.I.4.c.(5) DOD 5105.38-M

(5) It is understood that the furnishing of these technical data does not in
"any way constitute a license to make, use, sell, or transfer whatsoever any
inventions, technical information, or know-how (hereinafter referred to as
proprietary information) owned by third parties which may be described in the
documentation.

(6) The US Government incurs no liability for any procurement,
manufacture, use, or sale by the Government of [country] which makes use of any
of the aforementioned proprietary information, or for any results derived from the
use of the technical data furnished. The Government of [country] agrees to
indemnify the US Government against any liability resting from a claim asserted by
the owner of such proprietary rights in connection with such use by the
Government of [country] of the documentation provided hereunder.

(7) The US Government will use its best efforts to furnish technical data
that are accurate, adequate for the authorized purpose, current, and complete;
however, the US Government does not guarantee the adequacy, accuracy,
currency, or completeness of these data. Similarly, the US Government does not
guarantee the accuracy, adequacy, currency, or completeness of any US industry
documentation.

(8) Production Validation - The Government of [country] will permit
US Government personnel access to government and contractor facilities, records,
and storage sites to review the implementation of the requirements of this LOA.
Such access will be permitted when mutually convenient, but within a reasonable
period of time after the request. Visits will be accomplished under established visit
procedures.

(9) The cost of the documentation provided hereunder does not include
periodic updating [revisioning service], which may be requested under a separate
LOA, if desired.

(10) Flowback of [country] Technical Data to the US:

(a) Technical Data - [country] will furnish or cause to be
furnished the following technical data to the US Government at no cost to the US
Government other than the cost of reproduction, preparation, and handling:

1. All technical data pertaining to changes, modifications,
and improvements in the design of [defense equipment] made in the course of
development, evaluation, production, operation, and maintenance of [defense
equipment].

2. All technical data pertaining to manufacturing processes
employed in the production of [defense equipment].

3. Technical data pertaining to changes proposed in the
design of [defense equipment] but not adopted.

4. Notwithstanding . 2, and 3- above, if [country]
incorporates an existing commercial item without modification of either the item or
the [defense equipment] and if. (i) the item is not based in whole or in part on US
technical data or on US design; and (ii) the item is not in whole or in part funded or
financed by [country] directly or indirectly; and (iii) there is no development
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contract or subcontract between [country] and the supplier, then [country] will only
be required, to the extent that it has the right to do so without incurring liability to
others, to provide the US Government sufficient information for the US
Government to evaluate the item, to procure it, to incorporate it into the system, and
to operate, maintain, repair, overhaul and modify it.

(b) Right to Use - [country] will grant or cause to be granted to
the US Government a non-exclusive, irrevocable, royalty-free license to use and
have used for US defense purposes, including security assistance, the technical data
defined in (a)jL 2, and 3 above, and any inventions (whether or not patentable)
made in the course of activities covered by this LOA. Additionally, [country] will
use its best efforts to obtain licenses on fair and reasonable terms to the US
Government to use and have used the technical data defined in subparagraph (a)A
and patented inventions depicted in such technical data for US defense purposes,
including security assistance.

(c) Contract Provisions - [country] will include suitable
provisions in all pertinent program contracts, including a requirement to include
those same provisions in all subcontracts, to meet the requirements of this section.

J. Revisioning Services. The sale of revisioning services, which provide for the **
updating of TDPs on a continual basis, may be offered only for TDPs which have been approved
for transfer. A maximum of two years of revisioning services may be offered with the LOA which
initially authorizes the TDP transfer. These services must be offered as a separate line item, and
note 140108.I.4.b.(8)/140108.I.4.c.(9) must be amended accordingly. Subsequent sale of
revisioning services requires separate LOA authorization and specific notes in the LOA.

1. If the TDP transfer notes in the basic LOA, specifying the Purchaser's rights and
obligations regarding the use of the basic TDP, comply with the current version of the SAMM, and
if the basic LOA is maintained in the active files and can be produced upon request, the following
note will be used:

The revisioning services offered herein are intended for updating the Purchaser's
existing [production/O&M/study] technical data package (TDP) furnished on FMS
case [case designator], accepted [date]. All TDP notes supporting [case designator]
are incorporated herein by reference and apply to the revisioning services
transferred pursuant to this LOA.

2. If a previous revisioning services LOA updated the TDP notes to bring them into
compliance with the current version of SAMM Section 1401, the updated notes (vice the original
LOA) must be maintained in the active revisioning case file, and the following note will be used:

The revisioning services offered herein are intended for updating the Purchaser's
existing [production/O&M/study] technical data package (TDP) furnished on FMS
case [designator], accepted [date], and on revisioning service LOA [designator],
accepted [date]. All TDP notes supporting [case designator of the revisioning
services LOA which updated the TDP notes] are incorporated herein by reference
and apply to the revisioning services transferred pursuant to this LOA.

3. If previous TDP transfer notes are no longer current on the matter of the
Purchaser's rights and obligations regarding the use of the basic TDP, or if previous notes - even if
adequate - cannot be produced and verified, the revisioning services LOA will contain the complete
provisions required for initial TDP transfer.
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K. Renorting in the 1200 Svstem. For reporting purposes, the line on the LOA for
the applicable royalty fee (and nonrecurring recoupment charge) will be reported as code R9D in '-

the 1200 system. Technical data packages will be recorded in the 1200 system under generic code
MlF pseudo NSN 0208000000TDP. Revisioning services will be recorded under generic code .
M1F pseudo NSN 0208000YDPREV. Description: TDP Revision/Update Svc.

L. Restrictive Markings on TDPs. In all cases, care will be taken to insure that the
TDP bears clear identifying marks stating any restrictions which indicate whether manufacturing is
authorized or not authorized, as well as security classifications, which may apply. The restrictive
markings will be applied to each piece of technical information provided, including drawings and
aperture cards.

140109 ROYALTY FEE MANAGEMENT.

A. Gudlig.

1. General. Charges for the use of TDPs to be used to manufacture or produce
items for non-USG use are referred to as royalty fees (see FMR). Royalty fees apply when there *
is a firm USG authorization to produce items for non-USG use. LOAs for TDPs, as a minimum,
will:

a. Be constructed of two line items, that is, one for the TDP and a second line
for the total royalty fee;

b. Include a planned production schedule, actual or estimated, as a
supplemental condition against which estimated royalty fees will be assessed;

c. Contain a supplemental condition that authorizes US representatives to
validate the accuracy of production when required, and

d. List and quantify production for approved third country production where
such transfers have been authorized by the USG.

Production quantities authorization will normally require validation after no more than ten years.

2. Royalty Fee Comnutation.

a. For MDE items, the approved MDE nonrecurring cost recoupment charge is
assessed for each item produced. For non-MDE items, a percentage surcharge is applied on the
basis of the item's current DoD inventory price. The percentage surcharges are as follows:

(1) Where the foreign appliant intends to produce the article for "in-
country" consumption only, a royalty fee of five percent of the latest or current US unit price for
each complete unit produced in country.

(2) Where the DoD has specifically approved "in-country" production for
third country sale, a royalty fee of eight percent of the latest or current US unit price for each
complete unit produced in-country for third country sale.

b. When the production quantity is approved in the LOA, the NC charge or *
appropriate percentage of the current DoD inventory price in effect will be used as the royalty fee.
Once established, the royalty fee will be effective for the production of the approved quantity and
not subject to retroactive recalculation. For subsequent production quantities approved, the royalty
fee will be recalculated based on the then most current DoD inventory price or NC charge. The *
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price basis will exclude all FMS surcharges or FMS-unique factors. The authorized production of
US defense items will normally not exceed a period of ten years.

c. Based on cost effective considerations, a royalty fee will not be assessed
when the total royalty fee value is less than $100 and when an LOA would otherwise have to be
modified to include the royalty fee line.

3. Reductions Waivers. and Exemptions. The royalty fee may be reduced or
waived when the Director, DSAA, determines that special circumstances warrant a specific

a. The charge for "in-country" consumption may be waived when the foreign
applicant is a current recipient of MAP or concessional FMS credit funds.

b. If the item to be produced is obsolete and no longer being manufactured for
DoD is not available in the DoD inventories, the royalty fee may be reduced or waived.

c. Royalty fees may be reduced by the proportion of US manufactured
components purchased from the US and incorporated in the end item being manufactured by the
customer if it is demonstrated that a duplicate royalty fee would be assessed.

d. Any reduction or waiver of royalty fees is required to be approved in
writing by the DSAA and the Office of the ASD (Comptroller).

e. Fair Pricing legislation exempted charging of NC or royalty fees for FMS
LOAs that are fully financed with MAP Merger and/or Non-repayable FMS Credits. This
exemption includes sales of TDPs for purposes of foreign production or coproduction of MDE for
indigenous use. However, all units produced for third parties are subject to an eight percent
royalty fee as third party transactions are not financed with USG grant funds.

4. Billing of Royalty Fees. The royalty fee will be automatically billed
according to the payment schedule that will be based on a production schedule. Revised payment
and production schedules will be formalized by an LOA Modification. If a production schedule is
not available at the time of LOA preparation for an approved quantity, the Purchaser will have 12
months to provide a schedule. A supplemental condition will be placed in the LOA to (1) require
that the production schedule be provided within 12 months for the quantity of items authorized for
production by the LOA and (2) advise the customer that if no production schedule is provided then
a bill for either one year production or 1/10 of the total authorized production, at the USG option,
will be presented for payment. Ten months after LOA acceptance, DFAS-DEI will request that the
IA obtain a production schedule from the FMS Purchaser. If no reply is received from the
customers within 45 calendar days of the date of the request, the MILDEP will issue a Modification
and a bill for either one year production quantity or 1/10 of the total authorized production quantity
will be presented by DFAS-DEII for payment. Should the production quantity authorization be
more or less than the normal ten year validation, the amount to be billed will be adjusted
accordingly.

B. Royalty Fee Collection. DFAS-DE/I is the supporting activity or line manager for
the royalty fee line. The TDP line will be delivery reported using normal FMS billing procedures.
For the royalty fee line, DFAS-DE/I will be the official accounting station. The royalty fee line will
be delivery reported and accounted for by DFAS-DEL. DFAS-DE/I will maintain and liquidate
obligations for the royalty fee line and deposit receipts according to the FMR. DFAS-DE/1 will
record commitments, obligations, disbursements, and performance. Financial data will be
available in the DIEFS data base and the MILDEPs will have normal access as with any other FMS
case. DFAS-DE/l will also provide "FK" feedback as recorded in DIEFS to the IA.
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C. Mmgha. DFAS-DE/I will request the MILDEP to confirm the actual production
schedule on an annual basis after acceptance of FMS cases. DSAA will determine the requirement
to spot check foreign production. If required, DSAA will select a sampling of country reported
productions and request an SAO or other USG representative to inspect the in-country production
facility to verify that royalty payments are commensurate with actual production. The sampling
will be selected by DSAA based on recommendations by the lAs and DFAS-DE/l. The results of
the inspection and any corrective action will be furnished to DSAA and a copy furnished to the
applicable IA and DFAS-DEJL DFAS-DFII will report anticipated and actual collections of royalty
fees through the DSAA (Q) 1112 Report to the DSAA Comptroller (Financial Management
Division).

D. Closure. DFAS-DE/I will furnish the MILDEP a statement that all financial
obligations have been met.

E. TDPs Sold or Transferred via Other Sources.

1. Gjjdelenes. DFAS-DEAI will collect royalty fees associated with foreign
production where TDPs were or are obtained by foreign governments through means other than
FMS case and that are used for production purposes for the benefit of non-USG users. A
documented country agreement to pay the royalty fee is required prior to collection. These
procedures apply except when a waiver has been approved or in the unusual event that the US
contractor pays to the MILDEP directly.

2. Process When the royalty fee requirement and the associated assessment is

identified, SAAC will:

a. Establish a pseudo FMS case designator for control purposes;

b. Advise the foreign government, through the SAO, that a production
schedule is required within 45 days to DFAS-DE/I;

c. Bill the foreign government according to the production schedule through
the normal FMS billing process using a DD Form 645;

d. Receive and review the annual production report required from the country;

e. Verify through DSAA the accuracy of the production schedule on a
sampling basis, and

f. Report anticipated and actual collections to DSAA via the DSAA (Q) 1112
Report.

If a production schedule is not available, DFAS-DE/I will provide pertinent data to the SAO and
request the SAO to obtain production status and a schedule of future productions. DFAS-DE/I will
suspense the query and follow up for two three-month intervals. Further pursuit of the query
should be requested of DSAA Operations.
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TABLE 1401-1

DATA SHEET FOR TDP TRANSFERRED FOR OPERATION AND MAINTENANCE

1. Nomenclature of hardware, major end item or component part, as applicable:

2. Major assemblies or components in TDP having USG patent or other proprietary rights not
releasable without prior approval:

3. Copy of all pertinent conespondence with the purchaser concerning the TDP is attached.

4. Statement as to whether the TDP requirement would be met by means of pertinent DOD
instructions, maintenance manuals or other similar publications:

5. In-country inventory of major end items requiring maintenance support from the requested
TDP:.

6. Current status of DOD maintenance capabilityr, e.g., is there an excess depot level capability
at the DOD facility:

7. Security classification of the TDP:

8. DOD component recommendation on releasing the TDP_.

TABLE 1401-1. Data Sheet for TDP Transferred for Operation and Maintenance.
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TABLE 1401-2

DATA SHEET FOR TDP TRANSFERRED FOR STUDY OR PRODUCTION

1. Nomenclature of hardware, major end item or component, as applicable:

2. Quantity to be produced by, and production schedule of, the requesting government

3. Intended use or end disposition of item to be produced, to include names of third country
purchasers, if item is for third country sale:

4. Current status of U.S. production and stock on hand of item(s) involved:

a. U.S. production:

b. Stock on hand:

c. Excess or about to be excess:

5. U.S. and foreign production history for last five years:

a. U.S.:

b. Foreign:

6. Future U.S. production plans (define planned quantity in two categories, i.e., approved or
proposed);

a. Approved:

b. Proposed:

7. Current U.S. source(s) of supply for item:

8. Current cost to U.S. Government of the item, and whether it is produced in-house or under
government contract:

TABLE 1401-2. Data Sheet for TDP Transferred for Study or Production.
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9. Security classification of the TDP and of the item to be produced:

a. TDP.

b. Itenm

10. Other countries authorized to produce the item:

11. Impact sale may have on U.S., FMS and/or other programs:

12. Whether intended recipients of production have prvi0usly obtained the item to be produced
and quantities obtained, actual or estimated.

13. Major assemblies or components in TDP having patent or other proprietary rights not
releasable without prior approval:

14. Copy of all pertinent correspondence with the purchaser concerning the TDP is attached.

15. Statement as to whether the TDP requirement would be met by means of pertinent DOD
instructions, maintenance manuals or other similar publications:

16. DOD component recommendation releasing the TDP:

TABLE 1401-2. (Continued)
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CHAPTER 15

DSAA MANAGEMENT INFORMATION SYSTEMS

SECTION 1500 - DSAA 1200 FOREIGN MILITARY SALES SYSTEM
OVERVIEW, GUIDANCE, AND DATA SUBMISSION INSTRUCTIONS

150001 PURPOSE. The purpose of this section is to provide a general description of the
concepts and characteristics of the DSAA Foreign Military Sales Information System (DSAA (AR)
1200), commonly referred to as the DSAA 1200 System. In addition, this section will provide
guidance and instructions for preparing and furnishing data used in maintenance of the System.

150002 DESCRIPTION OF THE FOREIGN MILITARY AND CONSTRUCTION
SALES INFORMATION SYSTEM.

A. General. The DSAA 1200 System is an aggregation of country oriented data
providing status of sales negotiations, execution of accepted sales cases and other associated
information about the FMS and FMCS programs. It provides current status and historical
information since program inception. It also covers the chronology of each FMS or FMCS case or
potential case from the point of establishment of a letter of request in the System through the
Congressional review phase for potential major sales as defined in Section 36(b) of the AECA,
through acceptance and implementation, and finally to completion (the transfer of materiel/services
and final billing to the customer of the case). Case tracking includes: recording offer data, the
country's acceptance or refusal of the case terms, the issuance of OA from SAAC to the IA, IA
receipt of the OA, IA issuance of case program directives, IA supply performance against the case
and, ultimately, financial case closure.

B. Tvyes of Data Contained in the System. The DSAA 1200 System contains two
separate and distinct types of data records as indicated below:

1. Case Level Records. Case records contain identification of the sales case, a
description of the defense articles and defense services, important dates, case value, security
classification, and other related data element codes. Each case record can be identified by the Case
Identifier (combination of country/activity code, implementing agency code, and case designator).
Key events and other data recorded in the case level data include:

a. Congressional Notification. In accordance with Arms Export Control
legislation, data related to the AECA, Section 36(b) transmittals are entered into the DSAA 1200
System by using the Transaction Types S2, S6, or S7 formats. (See Tables 1500-1 through 1500-
7.) This data includes the transmittal serial number, descriptive information about the type and
value of items under consideration, and critical milestone dates (related to the submission and
approval process).

b. Letters of Request. Data base entries are made by the appropriate
implementing agency, using Transaction Type S 1 format, to record receipt of the LOR for supplies
and services.

1500-1
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c. Offer. Acceptance. and Implementation Data. This phase of a case
level record includes information from the processing cycle in the life of a case from offer through
acceptance, implementation, and case closure. These data are entered in the System by DSAA,
SAAC, or the appropriate implementing agency by using the Transaction Types S3 and S4
Formats. The following are key events and other pertinent data in this offer, acceptance, and
implementation cycle:

(1) DSAA Countersignature of Letter of Offer. Includes the
countersignature (offer) date and the offer expiration date.

(2) Acceptance by Country. Notification from the country that they
have accepted the terms of the offer is posted as an updated case status.

(3) Obligational Authority. The date of issuance of OA by SAAC to
the implementing agency is provided by SAAC.

(4) Program Directive Guidance. Upon receipt of the OA by the
MILDEP/agency and the issuance of program directive guidance to the implementing activities, the
MILDEP or agency provides the program directive and case establishment dates (notification to
country customers) for entry into the System.

(5) Deliverv/Completion and Case Closure. Upon complete
delivery (completion of the transfer of defense articles and services) by the implementing agency,
the 1A furnishes a transaction containing the supply completion date. Upon receipt of case closure
certification by SAAC and assurance that financial requirements have been satisfied, SAAC
furnishes DSAA a case closure status transaction for posting to the System.

2. Item Detail Data. Detail records, which correspond to the specific defense
articles and services lines on the DD Form 1513, are established by SAAC at the time a case is
offered. In addition, records are created for PCH&T and logistics management expenses. The
records are periodically updated by SAAC throughout the life of the case. These records reflect the
identification of defense articles and services at the level of data prescribed by the MASL (see
Appendix D) , the quantity and/or value purchased, delivery commitments, delivery forecasts, and
cumulative deliveries when appropriate. All item detail records contain a record serial number
which when used along with the case identifier (combination of country, IA, and case designator)
identifies each item record within a FMS or FMCS case. Item detail records are submitted to
DSAA on a monthly basis. For implemented cases the data represents the month end delivery
position as recorded by SAAC from billings reported by the MILDEPs or agencies. For selected
major items, the delivery status is based upon actual physical delivery count and is reported by the
implementing agencies to SAAC. Historical item detail data (closed cases) are also retained on the
data base.

150003 REPORTING FREOUENCY.

A. Cas Level. Transaction types S I through S7 received prior to noon on Tuesday are
processed in the 1200 System update scheduled for Wednesday of each week.

B. Item Detail Data. SAAC will provide item detail data (reflecting delivery status) to
DSAA by the close of business of the last working day of each month. This data is the end of
month position from the previous month; for example, end of April data is sent to DSAA on the
last working day of May.
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150004 DATA BASE UPDATES

A. Case Level Transaction Data. These data are provided by the MILDEPs, SAAC,
and elements of the DSAA Comptroller's staff and are processed in weekly updates to the master
data base. During each weekly cycle, input is edited and any rejected transactions are returned to
the change originator in a suitable output format with a clear indication of the reason for the error
condition(s). All rejected transactions should be analyzed immediately and resubmitted to DSAA
for subsequent processing.

B. Item Detail Data. The data provided each month by SAAC are processed against the
Materiel MASL and valid case records, and are subjected to a series of value and data element
checks. An Item Detail Load Analysis report is created from this process and is furnished to the
appropriate activity for evaluation and resolution of any problems.

150005 PREPARATION AND SUBMISSION OF DATA INPUT FOR THE
DSAA 1200 SYSTEM.

A. Inlut Formats, Specific instructions for preparation of each data input format used
in the DSAA 1200 System can be found in Figures 1500-1 through 1500-7. The following is a list
of approved formats showing the preparing (submitting) agency:

Code M nng Prenaring Agencv

S1 LOR Format- IA/DSAA
Transaction Type S I

S2 Congressional Transaction Format- DSAA
Transaction Type 52

53 DOD Form 1513 Format- DSAA/SAAC
Transaction Type S3

S4 IA Format- IA
Transaction Type S4

55 Redesignating Key Format- DSAA
Transaction Type S5

S6 Under DOD Preparation Format- DSAA
Transaction Type 56
(Add/Change/Delete)

S7 Under DOD Preparation Format- DSAA
Transaction Type S7 (Change)

B. Submission of Data. Data may be submitted in any one of the following modes:

1. Actual punched cards may be submitted either by messenger or by AUTODIN.
Punch cards are the preferred method.

2. Magnetic Tape. Submitting offices should make special arrangements with
DSAA, Office of the Comptroller, Data Management Division as to the tape characteristics and the
method of submission when choosing this mode.

3. Transcript Sheet (low volume only).
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TABLE 1500-1

LEIWER OF REQUEST FORMAT - TRANSACTION TYPE Si

Card Number of
Column Columns Data Instruction

1-2 2 Card Code (Trans- Must be filled. Always use "S 1"
action Type)

3-4 2 Country/Activity Must be filled. Use codes shown in
Code Appendix D, Tables D-5, D-6, and D-7.

5Implementing Must be filled. Use codes shown in
Agency Code Appendix D.

6-8 3 Case Designator Must be filled. Column 6 must always be
alpha, columns 7 and 8 may be either alpha
or numeric. No columns may be left blank.

9-10 2 Case Amendment May be blank or zeroes for a basic case;
Number otherwise, this field must be numeric using

codes 01 thru 99.

11 1 Transaction Code Must be filled. Use an "A" for an added
(Action Code) record, a "C' for a change to a record, or a

"D" for deleting a record.

12 1 Change Originator Must be filled. Use codes shown in
Code Appendix D.

13 1 Status Code The status code will have an entry only when
a case is cancelled during the Letter of
Request or Congressional 1200 status cycle
(anytime before offer status). A "Z" status
code should be entered for LOR cancellation.
Unless this condition exists, leave the status
code field blank. Status codes will be
automatically generated for each case based
on dates entered.

14-19 6 Date of Letter Must be filled for all add transactions
of Request (LOR) using numeric YYMMDD format.

This field cannot be blanked ouL

TABLE 1500-1. Letter of Request Format - Transaction Type S1.
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Card Number of
Column Columns Data Instruction

20-25 6 LOR IA Receipt This field must be filled for add transactions
Date (Incomplete) using numeric YYMMDD format unless

there is an entry in the LOR IA Receipt Date
(Complete) field. Blanking out of this field
is allowed provided there is an LOR IA
Receipt Date (Complete) entry, To blank out,
use an asterisk (*) in the rightmost column.
May be left blank for change and delete
transactions.

26-31 6 LOR IA Receipt This field must be filled for add transactions
Date (Complete) using numeric YYMMDD format unless

there is an entry in the LOR IA Receipt Date
(incomplete) field. Blanking out of this field
is allowed provided there is an LOR IA
Receipt Date (incomplete) entry. To blank
out, use an asterisk (*) in the rightmost
column. May be left blank for change and
delete transactions.

32-37 6 IA Completion Date If filled, the field must be numeric in
YYMMDD format. To blank out, use an
asterisk (*) in the rightmost column.

38-77 40 Case Description Must be filled for all add transactions.
(includes Entries must contain at least fifteen (15)
quantity where non-blank, meaningful, left justified
appropriate) characters followed where appropriate by the

quantity (in parentheses) of the major defense
equipment items in the case. Description
should be as meaningful as possible. See *

guidelines following this table for assistance ,
in preparing case descriptions. Words .
should be abbreviated only when there is
insufficient space to enter the entire
description. Do not use a series of slashes,
dashes, periods, etc. This field may be left
blank for change or delete transactions.

78 1 Classification Must be filled for all add transactions. Use
either "C","D", or "U". May be left
blank for change or delete transactions.

79 1 Blank Leave Blank.

80 1 Sub-Agency The sub-agency field may be left blank or
filled with any entry the IA desires. To
delete, enter an asterisk (*) in the field.

TABLE 1500-1. (Continued)
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H3I: Any date entered on a Transaction Type SI should be equal to or greater than any
previously recorded date. Within the LOR cycle, a date sequence check is made on the Date of
LOR, LOR IA Receipt Date (Complete), IA Completion Date, and State Department List Date
(entered on Transaction Type S3). If the LOR IA Receipt Date (Incomplete) is present, it will be
sequence checked. Any data base record with date fields to be blanked out will be subjected to a
sequence check in the same manner as any other actual date entry.

GUIDELINES FOR LOA DESCRIPTIONS - FMS 1200 SYSTEM **

The following guidelines are provided to assure that DD Form 1513 descriptions are
informative.

1. The established format for describing LOAs containing MDE items is unchanged;
i.e., the quantity sold will appear in parenthesis after each item listed in the description
(e.g., "F-16A (20) AND F-16B (15) A/C SYSTEM").

2. If an LOA is for services associated with an MDE item or a major defense system, the
description should include specific reference to the type of service being provided and the MDE
item or defense system it is supporting, whenever possible; e.g., "PILOT TRAINING, F-18" or
"REDEYE MISSILE TECH ASST TEAM."

3. An amendment to a basic LOA should n= say "Amendment to AAA" but should refer
to the reason for amending the LOA, specifically addressing key descriptive information from the
basic LOA; e.g., "ADDITIONAL SPARE PARTS - F- 16 PROGRAM." Basic LOA descriptions
may not be in close proximity to the amendment, or included at all, on a particular LOA listing.

4. BO, CLSSA, spare part, TAFr, QAT, and training LOAs should contain reference to
what is being supported; e.g., "BLANKET ORDER - F-18 SPARES" or "SPARE PARTS,
M60AI TANK, 150MM GUN."

5. In summary, the LOA item description should be stated in simple, straightforward
terminology that will be understood by those unfamiliar with FMS. The 40 character description
field should be fully utilized in order to make the descriptions meaningful, with abbreviations used
only when necessary to conserve space.

TABLE 1500-1. (Continued)
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TABLE 1500-2

CONGRESSIONAL TRANSACTION FORMAT - TRANSACTION TYPE S2

Card Number of
Column Columns Data Instruction

1-2 2 Card Code (Trans- Must be filled. Always enter "S2".
action Type)

3-4 2 Country/Activity Must be filled. Use codes shown in
Code Appendix D, Figures D-5, D-6 and D-7.

51Implementing Agency Must be filled. Use codes shown in
Code Appendix D.

6-8 3 Case Designator Must be filled. Column 6 must be
alpha, columns 7 and 8 may be either alpha
or numeric. No columns may be left blank.

9-10 2 Case Amendment May be blank or zeroes for a basic case;
Number otherwise, this field must be numeric using

codes01 thru 99.

11 1 Transaction Code Must be filled. This field should always be
"C" for a change to a record or "D" for
deleting Congressional information. Using
this Congressional delete will still leave all
Letter of Request and offer information on
the file.

12 1 Change Originator Must be filled. Use codes shown in
Code Appendix D.

13 1 Status Code Leave blank. Status code will be generated
by the computer.

14-19 6 Notification to If filled, must be numeric in YYMMDD
State Date (year/monthlday) format. Additional fields

which must be entered along with this date
are Congressional Transmittal Number,
Congressional Year of Interest, and 36(b)
Transmittal Value. If applicable, one or both
of two optional fields should also be entered
at this time - the Construction Indicator and
the Zero Dollar Indicator. To blank the date
of this field, use an asterisk (*) in the right-
most column.

TABLE 1500-2. Congressional Transaction Format - Transaction Type S2.
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Card Number of
Column Columns Data Instruction

20-25 6 State Department If filled, must be numeric in YYMMDD
Approval Date format. To blank out this date, use an

asterisk(*) in the rightmost column.

26-31 6 Advance Notifica- If filled, must be numeric in YYMMDD
tion to Congress format. To blank out this date, use an
Date asterisk(*) in the rightmost column.

32-37 6 Statutory Notifi- If filled, must be numeric in YYMMDD
cation to Congress format. To blank out this date, us an
Date asterisk(*) in the rightmost column.

38-42 5 Congressional If filled, this column should always have
Transmittal a numeric year in the two leftmost positions.
Number Until establishment of a Statutory Notifica-

tion to Congress Date, the other three posi-
tions must be alpha. Where there is a Stat-
utory Notification to Congress Date entry, the
three rightmost positions must be numeric.

43-44 2 Congressional Year Must be filled when first entering Congress-
of Interest ional information. Use numeric format. This

field cannot be blanked out.

45-54 10 Blank Leave Blank.

55 1 Zero Dollar Must be "0" (zero) if filled (back-filled case)
Indicator If left blank, it is assumed the case is a "lead

tracking case."

56 1 Construction If filled, must be either "Y" or "N".
Indicator

57-68 12 36(b) Transmittal Must be filled when first entering Congress-
Value ional information on the data base. If filled,

the 36(b) Transmittal Value must Lev right-
justified using numeric entries with leading
blanks. During the update, the leading
blanks will be replaced with zeroes. This
field is composed of ten dollar positions
and two cents positions. If a zero is entered,
the value field on the data base will be zeroed
out.

TABLE 1500-2. (Continued)
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Card Number of
Column Columns Data Instruction

69-80 12 Construction Case If filled, must be right-justified using
Value numerics only with leading blanks (these

leading blanks will be changed to zeroes dur-
ing processing). This field is comprised of
ten dollar positions and two cents positions.
The Construction Case Value field is entered
and/fr changed by Change Originator "Q"
or "S". If a zero value is enteredthe

construction value will be zeroed out.

NOTE: Any date entered on the data base by Transaction Type S2 should be
equal to or higher than any previously recorded date.

TABLE 1500-2. (Continued)
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TABLE 1500-3 -

DD FORM 1513 FORMAT - TRANSACTION TYPE S3

Card Number of
Column, Columns Data histuction

1-2 2 Card Code (Trans- Must be filled. Always enter "$3".
action Type)

3-4 2 Country/Activity Must be filled. Use codes shown in
Code Appendix D, Tables D-5, D-6, and D-7.

5Implementing Agency Must be filled. Use codes shown
Code in Appendix D.

6-8 3 Case Designator Must be filled. Column 6 must be alpha,
column 7 and 8 may be either alpha or
numeric. No columns may be left blank.

9-10 2 Case Amendment May be left blank or filled with zeroes for a
Number basic case; otherwise, this field must be

numeric using codes 01 thru 99.

11 1 Transaction Code Must be filled. Use a "C" for a change to a
(Action Code) FMS record, or use a "D" for deleting the

offer and any higher information. Using this
offer delete will still leave all Congressional
and Letter of Request data on the file.

12 1 Change Originator Must be filled. Use codes shown
Code in Appendix D.

13 1 Status Code The status code may be filled with an "X",
when a case is cancelled during the 1513
cycle, or else left blank. All other status
codes will be generated by the computer
based on the dates entered in the system.

14-19 6 State Depanmnt If filled, this date must be numeric YYMM
List DD format. Only Change Originators "S"

and "Q" will be allowed to make this date
entry. To remove a date from the record, use
an asterisk (*) in the rightmost column. This
date may be input by itself, but usually it will
be entered at the same time as the 1513 offer
information is entered for the case. If this
field is left blank, then the State Department
List Date will be generated equal to the Offer
Date.

TABLE 1500-3. DD Form 1513 Format - Transaction Type 53.
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Card Number of
Column Columns Data Instruction

20-25 6 Offer Date If filled, this field must be numeuic in YY
(Countersignature MMDD formaL Only Change Originator "Q"

or "S" will be allowed to make this date
entry. When the Offer Date is first entered
into the data base, the Offer Expiration Date
must be entered at the same time. To remove
a date from this field, use an asterisk (*) in
the rightmost column. If the Offer Date is
blanked out, then the Offer Exphiaion Date
should also be blanked out.

26-31 6 Offer Expiration If filled, this field must be numeric in YYMM
Date DD format. Only Change Originator "Q" or

"S" will be allowed to enter a date in this
field. This date must be initally entered
along with the Offer Date. If the Offer Date
is removed, this date should also be removed
from the record. To remove a date from this
field, use an asterisk (*) in the rightmost col-
umn. If this column contains an asterisk and
the Offer Date dces not contain an asterisk,
the transaction will be considered invalid.

32-37 6 Acceptance Date/ If filled, this field must be numeric in YYMM
Signature Date DD format. Only Change Originator "G",

"Q", or "S" will be allowed to enter the Sig-
nature Date. When Change Originator "G" is
used, the date entered will be considered to
be the Acceptance Date. Signature date
changes may be accomplished only while the
case is still in status "S"; additionally, it is
impossible to retreat (by removing the date)
to status "S". The Signature Date itself may
be removed by entering an asterisk (*) in the
rightmost column. Once the record is in
Accepted Status, this field entry (Acceptance
Date) may have changes made to it by using
Change Originator "G", "Q", or "S". To
blank out the Acceptance Date, use an
asterisk (*) in the rightmost column.

38-43 6 Obligation If filled, this field must be numeric in YYMM
Authority Date DD format. Only Change Originator Code

"G" or "S" will be allowed to make an entry
in this field. To blank out, use an asterisk (*)
in the rightmost column.

TABLE 1500-3. (Continued)
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Card Number of
Column Columns Data Instruction

44-49 6 Case Closure Date If filled, this field must be numeric in YYMM
DD format. Only Change Originator "G" or
"S" will be allowed to make an entry in this
field. To blank out, use an asterisk (*) in the
rightmost column.

50-55 6 Cancellation Date If filled, this field must be numeric in YYMM
DD format. The Cancellation Date will be
taken from the internal computer date if the t
transaction has an "X" status code and no
Cancellation Date entry. To blank out the
Cancellation Date through direct tansaction
input, use an asterisk(*) in the right-most
column. Another way to blank out this field
is by changing any date field in the data base.
which will in turn cause either an open
(active) or closed status to be generated for
the case.

56 1 Construction If filled, must be either an alpha "Y" or "N".
Indicator.

57-68 12 Total 1513 Case If filled, must be right-justified using numer-
Value ics only with leading blanks (these leading

blanks will be changed to zeares during
processing). This field is comprised of ten
dollar positions and two cents positons. If a
zero value is entered, the total case value will
be zeroed out. The 1513 Total Case Value
will need to be entered for any non-36(b).
case, or if theres a value change for a 36(b)
case. This field must have an entry when
first entering offer information if there is no
previous Congressional money. This Case
Value, if entered by Change Originator Code
"Q" or "S", will also update the DSAA value.
SAAC (Change Originator "G") will use this
field to submit the Total Case value as
recorded at SAAC. The SAAC value will be
used to update the SAAC value field on the
data base.

69-80 12 Construction Case If filled, must be right-justified using numer-
Value ics only with leading blanks (these leading

TABLE 1500-3. (Continued)
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Card Number of
Column Columns Data Instruction

blanks will be changed to zeroes during pro-
cessing). This field is comprised of ten
dollar positions and two cents positions.
Construction Case Value field is entered and/
or changed by change originator "Q" or "S",
If a zero value is entered, the construction
construction value will be zeroed out. SAAC
will leave this field blank.

NOTE: DD Form 1513 Transaction dates entered into the data base by this transaction format
should be equal to or higher than any previously recorded date. An exception to this is the Offer
Expiration Date which must be higher than the Offer Date; no further sequence check can be
accomplished upon the Offer Expiration Date field. Two other exceptions are the Program
Directive Date and Case Establishment Date which are entered into the system by Transaction Type
S4. These dates are not included in the date sequence checking. Any data base record which has a
date field blanked out will be subjected to a sequence check in the same manner as any other actual
date entry.

TABLE 1500-3. (Continued)
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TABLE 1.0-

IMPLEMENTING AGENCY FORMAT - TRANSACTION TYPE S4

Card Number of
Column Columns Data Instruction

1-2 2 Card Code (Trans- Must be filled. Always enter "S4".
action Type)

3-4 2 Country/Activity Must be filled. Use codes shown in
Code Appendix D, Tables D-5, D-6, and D-7.

5 1Implementing Must be filled. Use codes shown
Agency Code in Appendix D.

6-8 3 Case Designator Must be filled. Column 6 must be alpha,
columns 7 and 8 may be either alpha or
numeric. No columns may be left blank.

9-10 2 Case Amendment May be blank or filled with zeroes for a basic
Number case; otherwise, this field must be numeric

using codes 01 thru 99.

11 1 Transaction Code Must be filled. Always enter "C" (Change).
(Action Code)

12 1 Change Originator Must be filled. Use codes shown

Code in Appendix D.

13 1 Blank Leave Blank.

14-19 6 Program Directive When filled, must be all numeric in YYMM
Date DD format. Only the appropriate Implement-

ing Agency's Change Originator code or
DSAA(C/0 = Q or S) will be allowed to make
this entry into the system. To blank out a
date, enter an asterisk (*) in the rightmost
column.

20-25 6 Case Establishment When filled, must be all numeric in YYMM
Date DD format. Only the appropriate Implement-

ing Agency's Change Originator code or
DSAA (CO = Q or S) will be allowed to
make this entry into the system. To blank out
a date, enter an asterisk (*) in the right-
most column.

TABLE 1500-4. Implementing Agency Format - Transaction Type S4.
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Card Number of
Column Columns D" Instruction

26-31 6 Supply Completion If filled, this field must be nuneic in YYMM
Date DD format Only the apropriate Implement-

ing Agency's Q or S) will be allowed to make
this entry into the system.. To blank out a
date, enter an asterisk (*) in the rightmost
column.

32-80 49 Blank Leave blank.

NOTE: The Supply Completion Date entered through this transaction card should be equal to or
higher than any previously recorded date. Any data base record with date fields to be blanked out
will be subjected to a sequence check in the same manner as any other actual entries.

TABLE 1500-4. (Continued)
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TABLE 1500-5

REDESIGNATING KEY FORMAT - TRANSACTION TYPE S5

Card Number of
Column Columns Data Instruction

1-2 2 Card Code (Trans- Must be filled. Always enter "$5".
action Type)

3-4 2 Old Country/ Must be filled. Use Codes shown in
Activity Code Appendix D, Tables D-5, D-6, and D-7.

5 1 Old Implementing Must be filled. Use codes shown
Agency Code in Appendix D.

6-8 3 Old Case Must be filled. Column 6 must be alpha,
Designator columns 7 and 8 may be alpha or numeric.

No columns may be left blank.

9-10 2 Old Case Amendment May be blank or filled with zeroes for a basic
Number case; otherwise, this field must be numeric

using codes 01 thru 99.

11 1 Transaction Code Must be filled. Always enter "C" (change).
(Action Code)

12 1 Change Originator Must be filled. Use either "S" or "Q".
Code

13-14 2 New Country/ Must be filled. Use codes shown in
Activity Code Appendix D, Tables D-5, D-6, and D-7.

15 1 New Implementing Must be filled. Use codes shown in
Agency Code Appendix D.

16-18 3 New Case Must be filled. Column 6 must be alph•,
Designator columns 7 and 8 may be either

alpha or
numeric. No columns may be left blank.

19-20 2 New Case May be blank or filled with zeroes for a basic
Amendment case; otherwise, this field must be numeric
Number using codes 01 thru 99.

21-80 60 Blank Leave Blank.

TABLE 1500-5. Redesignating Key Format - Transaction Type S5.
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TABLE 1500-6

UNDER DOD PREPARATION FORMAT (ADD/CHANGE/DELEFE)
TRANSACTION TYPE 56

Card Number of
Column Columns Data Instruction

1-2 2 Card Code (Trans- Must be filled. Always enter "S6".
action Type)

3-4 2 Country/Activity Must be filled. Use codes shown in
Code Appendix D, Tables D-5, D-6, and D-7.

5 1 Implementing Must be filled. Use codes shown
Agency Code in Appendix D.

6-10 5 Congressional Must be filled with Congressional Trans-
Transmittal mittal Number for all add transactions.
Number/Summary For changes, use the Summary Control
Control Record Record Serial Number or the Case
Serial Number Designator and Amendment Number. The

computer generates the Summary Control
Record Serial Number for all adds.

11 1 Transaction Code Must be filled. Use either "A","C", or "D"
(Action Code) for Add, Change, or Delete.

12 1 Change Originator Must be filled. Always enter "Q" or "S".
Code

13 1 Status Code Leave blank. This code is generated by the
computer.

14-15 2 Congressional Year Must be filled using numerics for all add
of Interest ransactions. This is an optional field for

change transactions.

16 1 Construction If filled, must be either an alpha "Y" or "N".
Indicator

17 1 Classification If filled, must be either an alpha "C", "D", or
"foU".

18 1 Blank Leave blank.

19-24 6 Under DOD Prepara- When date is available, enter using
tion Date (DSAA, all numerics in YYMMDD format
Operations)

TABLE 1500-6. Under DOD Preparation Format (Add/Change/Delete) - Transaction Type S6.
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Cad Number of '
Column Columns Data lnsbiicdon

25-30 6 Under DOD Prepam- When daz is available, enter using all
zion Date (DSAA, numerics in YYMMDD format.
Compt)

LQTE: One or both of the two dates above must be present for an add transaction.]

31-40 10 Under DOD Prepara- If filled, must be all numeric (whole dollars).
tion Value

41-80 40 Case Description Must be filled for all add transactions. All
entries must contain at least 15 non-blank,
meaningful characters followed by the
quantity of the major defense equipment
items in parentheses (where appwpriat).

TABLE 1500-6. (Continued)
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TABLE 1500-7

UNDER DOD PREPARATION FORMAT - (CHANGE)
TRANSACTION TYPE S7

Card Number of
Column Columns Data Instruction

1-2 2 Card Code (Trans- Must be filled. Always enter "57".
action Type)

3-4 2 Country/Activity Must be filled. Use codes shown in
Code Appendix D, Tables D-5, D-6, and D-7.

5 1Implementing Must be filled. Use codes shown
Agency Code in Appendix D.

6-10 5 Summary Control Must be filled.
Record Serial
Number/Case
Designator +
Amendment Number

11 1 Transaction Code Must be filled. Always enter "C" (change).
(Action Code).

"12 1 Change Originator Must be filled. Always enter "Q" or "S".
Code

13 1 Status Code If filled, it must always be "Z" for
cancellation.

14-15 2 Congressional Year If filled, it must be numeric.
of Interest

16 1 Construction If filled, it must be either "Y" or "N".
Indicator

17 1 Classification If filled, it must be either "C", "D", or "U".

18 1 Blank Leave blank.

19-24 6 Under DOD Enter date, when available, using
Preparation numeric YYMMDD format.
Date (DSAA,
Operations)

25-30 6 Under DOD Pftpar- Enter date, when available, using
tion Date (DSAA, numeric YYMMDD format.
Comptroller)

TABLE 1500-7. Under DOD Preparation Form - (Change) Transaction Type S7.
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Card Number of
Column Columns Data Instruction

31-40 10 Under DOD If filled, must be all numeric (whole Dollars).
Preparation
Value

41-45 5 Congressiona If filled, it changes the Congressional
Transmittal Transmittal Number.
Number

46-51 6 Cancellation Date Entry is required only if a case is cancelled.

52-57 6 New Case Identifi- This is an optional field.
cation

58-80 23 Blank Leave blank.

TABLE 1500-7. (Continued)
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SECTION 1501 - DSAA 1200 FOREIGN MILITARY SALES

150101 PURPOSE. The purpose of this section is to provide users of the Foreign Military
Sales Information System (DSAA (AR) 1200), commonly referred to as the DSAA 1200 System,
with a description of the various reports which can be produced from the System. In addition, this
chapter will outline the procedures to be used when requesting reports.

150102 SOURCE OF OUTPUT REPORTS. The reports discussed herein are drawn
from the DSAA 1200 System data base.

150103 CATEGORIES OF DSAA 1200 SYSTEM OUTPUT REPORTS. The
following categories of reports are produced from the System: (1) Update (Data Management)
Products; (2) Item Detail Level Reports; (3) Summaries by Category from Item Detail Level; and
(4) Case Level and Summary Management Reports.

150104 REOUESTS FOR DSAA 1200 SYSTEM OUTPUT REPORTS.

A. Requirements for Request. Written requests for reports described in this chapter **
will be honored as rapidly as possible by DSAA, Comptroller, FMS Control and Reports Division,
if releaseable and if a valid requirement is established. However, requesting agencies should
insure that requirements are carefully screened prior to submission. Subordinate elements of the
MILDEPs should submit requests for reports through appropriate departmental channels.

B. Submission of Requests. All requests should be directed to DSAA, Office of the
Comptroller, Data Management Division, Washington D.C. 20301-2800.

C. Reort Parameters. Agencies requesting reports must specify the report(s) desired,
the number of copies for each report, the sort sequence, and the select options for each report. All
select options should be reviewed carefully in order to limit the data desired. Data will be provided
only on a need-to-know basis; i.e., UCOMs will receive data for their area of concern, an SAO
will receive data only for its country, etc. To facilitate users in ordering reports, a sample request
is shown in Table 1501-11 of this section.

D. Classification of Reports. Selected reports described herein are classified in **
accordance with guidelines set forth in this manual. Reports containing classified LOAs will be
appropriately labeled since a portion of the 1200 data base contains classified data, and requestors
with a need-to-know and appropriate security clearances will be provided this information. All
requests for reports should address this consideration where appropriate. A compilation of
unclassified LOA level data is also considered Confidential if the data covers a period longer than
five consecutive calendar quarters (also see Section 50203).

150105 DSAA 1200 SYSTEM OUTPUT REPORTS.

A. Availability of Renorts. The following paragraphs outline the specific reports
produced from the 1200 System. Unless otherwise indicated, these reports are available for users
of the System. As shown in Tables 1501-13 and 1501-14, applicable sort and select options have
been grouped together for a series of reports which are similarly controlled. A sample of each
report is shown at Tables 1501-1 through 1501-10 of this section. These sample reports are to be
viewed as examples for format purposes only. The data contained in the sample illustrations are
not necessarily actual data from the file nor are the dates and numbers consistent from one sample
to the next. All codes referred to in sort and select options may be found in Appendix D.

1501-1 Change No. 4, 2 March 1992
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B. Renort Descrintions.

1. Undate (Data Management) Products, The following management
products are produced after each weekly update. These reports are furnished to the appropriate IA
and/or to the concerned DSAA manager after each update. These products ma be requested
by other organizations.

a. Maintenance Acceptance and Error List. This list is produced by
Transaction Type for each change originator and includes data input processed during the weekly
update plus an error flag on each record which failed to pass the update edit procedures.

b. File Maintenance Management Alert List - New Request
Summary This summary is a comprehensive listing of all pertinent case information prepared
for each country case identifier for which LOR input was received from the IA and processed by
DSAA in the current weekly update. Under each IA section, all cases listed reflect the fiscal year,
status, 36(b) indicator, classification, dates of request and receipt, notification dates to both State
Department and to Congress, State Department list date, IA completion date, case description,
construction indicator, and total case value.

c. File Maintenance Management Alert List - Offers Tendered
Sumnmar . This summary portrays the same pertinent case information as does the New Request
Summary;, however, the records included in this summary are offers processed by DSAA in the
current weekly update.

d. File Maintenance Management Alert List - State Department
List. This summary also portrays the same pertinent case information as the New Request
Summary; however, the records included in this list are from data processed during the current
weekly update that fall under the aspects of Section 36(b), AECA legislation.

e. File Maintenance Management Alert List. This listing reflects data
for fiscal year, status, 36(b) indicator, classification, State Department notification date, statutory
notification to Congress date, offer date, acceptance date, obligational authority date, closure date,
cancellation date, SAAC detail value, case description, construction indicator, total case value, and
the country case identifier for each individual line of data processed during the current weekly
update. All change transactions are reflected by two line entries followed by a printed message(s)
which explains the action taken by the change. The first entry reflects the line as it appears before
the update and the second entry reflects the line after the update has applied the changes. Add and
delete transactions appear as one line entries and like changes are followed by a printed message
that explains the action taken.

2. Item Detail Level.

a. Available Reports. The following paragraphs outline the reports
available from the System which are provided from Item Detail Level data. These reports provide
information about the latest position, e.g., delivery status, of item data corresponding to the DD
Form 1513 LOA detail lines.

(1) Item Delivery Status - Report E. This report contains one
printed line for each item detail record which portrays the quantity and value purchased, the
quantity and value delivered, and the computed quantity and value of purchases remaining
undelivered. In addition, case and country totals are provided. (See sample report at Table 1501-1
of this section.)

1501-2 Change No. 4, 2 March 1992
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(2) Item Purchases by NSN - Renort I. This report contains one
printed line for each item detail record which portrays the quantity and value purchased, the
quantity and value delivered, and the computed quantity and value of purchases remaining
undelivered. Normally, this report is prepared for major items only in order to limit the page
volume of each report. (See sample report at Table 1501-2 of this section.)

b. Sort and Select Options for Item Detail Level Reports. See Table

1501-13 of this section.

3. Summaries by Category from Item Detail Level

a. Available Reports. The following reports summarize purchases and/or
deliveries into generic groupings and are available using the Item Detail Level data:

(1) Summary of Purchases - Report D., This report summarizes
purchases into general categories and depicts for each of these categories the quantities and dollar
amounts of purchased items by fiscal year spread across the page with a total purchase value
shown for each category as a whole. Selection of the FY array for this report is similar to the
selection process described below for the Selected Item Summary - Report G. This report contains
nine columns of FY data in addition to two summary columns. The left-hand column combines all
purchases from 1950 to the year shown in that heading. The right-hand column combines all
purchases from 1950 through the last year of data included in the report. (See sample report at
Table 1501-3 of this section.)

(2) Selected Item Summary - Renort G. This report summarizes
purchases into general categories and depicts for each of these categories the quantities and dollar
amounts of purchased items by fiscal year spread across the page. Year of purchase is determined
by the acceptance date of each case. The left-hand column accumulates purchases from 1950 to the
year shown in the column heading. The number of years to be accumulated in this column is
variable. The next six columns contain data for the six succeeding FYs up to and including the
ending FY selected. For example, if FY 1982 is requested as the ending fiscal year, the data will
be presented as follows from left to right: FY50-76; FY 77; FY 78; FY 79; FY 80; FY 81; and FY
82. Since only six years may be individually displayed on a single report, additional reports with
different ending FYs must be requested in order to display additional years. However, 1964 is the
first year which may be displayed. All data prior to 1964 has been totaled and is available only in
summary form between 1950 and 1963. (See sample report at Table 1501-4 of this section.)

(3) FMS Status of Purchases and Deliveries - Renort H. This
report summarizes purchases and deliveries into general categories and depicts for each category
shown the quantity and value for (1) cumulative purchases, (2) cumulative deliveries, (3) current
FY purchases, and (4) computed undelivered purchases. Purchases for the current FY fo date
column are based upon the fiscal year of acceptance of the case. Cumulative deliveries are based
upon delivery data received from the MILDEPs through SAAC. When ordering this report, select
the beginning and ending FY and quarter. This selection is based upon acceptance date of the case,
not delivery date. To include all data, select FY 50 (1st quarter) to current FY (current reporting
quarter). (See sample report at Table 1501-5 of this section.)

b. Sort and Select Options for Summaries by Categorv-Item

DIeaiI.Leve. See Table 1501-13 of this section.

4. Case Level and Summary Management Reports.

a. Available Reports. The following paragraphs describe the reports
available in this category:

1501-3
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(1) Fiscal Year Activity - Renort B. This report summarizes (by
country and fiscal year) the total case value contained in the case records. The data are accumulated
by fiscal year based on the acceptance date of the case. Totals are provided at the end of each
country, area, UCOM, and for worldwide. (See sample report at Table 1501-6 of this section.)

(2) Case Listing Report C. This report portrays at case level the case
status, fiscal year, implementing agency, offer date, acceptance date, implementation date, case
description, and total case value. It also reflects the Congressional transmittal number of the 36(b)
cases. (See sample report at Table 1501-7 of this section.)

(3) Case Milestone Dates and Intervals - Report I. This report
displays the following information for each country and implementing agency selected: letter of
request date, IA receipt dates, IA LOA completion date, offer date, acceptance date, program
directive date, delivery date, closure date, status, and fiscal year of acceptance of each case
designator. This report also displays the number of days between each milestone date. (See
sample report at Table 1501-8 of this section.)

(4) Congressional 36(bM Case Dates - Report K. This report
displays for each country and IA selected: Congressional transmittal number and date each case
was forwarded to State Department, date of 36(b) State Department approval, date of advance
notification to Congress, the date of statutory notification to Congress, State Department list date,
offer date, acceptance date, and case establishment date for each case falling under the reporting
criteria as prescribed in Section 36(b) of the AECA. This report also displays the number of days
between each stage in the 36(b) processing cycle. (See sample report at Table 1501-9 of this
section.)

(5) FMS Case Level Summary - Reoort L. This report consists of
data drawn from both case and detail level and reflects by country the case value, total purchases,
undefined purchases, total deliveries, and computed undelivered balances portrayed at the case
level to provide an overall view of the status of each case. The undefined purchases column is
computed by subtracting total purchases (derived from detail records) from case value (derived
from case level records). The undelivered balance is computed by subtracting total deliveries
(derived from detail records) from total purchases. (See sample report at Table 1501-10 of this
section.)

b. Sort and select Options for Summary Management Renorts. See
Table 1501-14 of this section.

150106 ABBREVIATED TITLES USED IN DSAA 1200 SYSTEM OUTPUT
PRODUCTS/REPORTS. Abbreviated titles are used in the column headings of reports
prepared from the 1200 System. A list of these abbreviated titles along with the meaning of each is
shown at Table 1501-12 of this section.
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TABLE 1501-1
FMS iTEM DELIVERY STATUS
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TABLE 1501-2
FMS ITEM PURCHASES BY NSN
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TABLE 1501-3
FMS SUMM4ARY OF PURCHASES
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TABLE 1501-4
FMS SELECrED ITEM SUMMARY
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TABLE 1501-5
FMS STATUS OF PURCHASES AND DELIVERIES
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TABLE 1501-6
ThMS FISCAL YEAR ACTIVITY
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TABLE 1501-7
FMS CASE LISTING
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TABLE 1501-8
FMS CASE NMIESTONE DATES AND THEIR INERVALS
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TABLE 1501-9
FMS CONGRESSIONAL SECTION 36(b), AECA CASE DATES
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TABLE 1501-10
FMS CASE LEVEL SUMMARY

c a

0.44 10

a a D4 *d .. . .. .
-. 4' -.

OW

ILMa

20aN................................................

.4.4 C ...... .4... l......4..f.4.... .
.... .... .... ....

w 4.

a 0z

TA13L 150 0 MSCs vlSmay

150.1



DOD 5105.38-M

TABLE 1501-11

SAMPLE REQUEST FORM

Report Name Item Delivery Status - Report E

Number of Copies 1 Sort Sequence Country (Aiphabetic' .

SelectQ~R... (Indicate applicable code(s) for each - if no entry is made all codes for that data
element will be included in the report requested)

Implementing Agency B (Army'

Country/Activity

Area 2(N-__SA',

Unified Command

Status S. A. I. D. C

Beginning Year + Qtr 741

Ending Year + Qtr 821

Generic Code_

Unit of Issue

Classification

Other ~ist[ major defense equipment. large dollar value cases. etc.

The above example would produce an Item Delivery Status - Report E for all countries in Near East
South Asia using all records which have an IA code of B (Army); are either in the signed,
accepted, implemented, supply complete, or closed status; and are within the range of years
requested (in this case 1st Qtr 74 through 1st Qtr 82). If only unclassified data are desired, the
select option "classification" should be filled in accordingly. Not all options are listed above;
requirements for those that are not listed that are applicable to the report being requested should be
listed under the "other" line.

TABLE 1501-11. Sample Request Form.
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TABLE 1501-12

ABBREVIATED TI USED IN THE DSAA 1200 SYSTEM OUTPUT REPORTS

Abbreiation Mcamiag

ACCPT Acceptance Date
DATE

A Action Code
C!

AM Case Amendment Number

ADVANCE Advance Notification to Congress Date
NOTICNGR

CASE ESTAB Case Establishment Date
DATE

CASE Case Number
NO

CC Country/Activity Code

C Card Code
D

CL or C Classification
L

C Completed Line Item Code
L (item detail reports only)

CLOSURE Closure Date
DATE

C Change Originator
0

CTRY Country/Activity

CSE Case Number

CSEID Case Identifier

CUM Cumulative

DELIVERY Delivery Date
DATE

TABLE 1501-12. Abbreviated Titles Used in the DSAA 1200 System Output Reports.
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DEL Deliver Commitment
COM

DEL Delivery Forecast
FOR

EQPT Equipment

ESTAB Establishment

FORMAL Statutory No tiaon to Congress Date
NOTIJ=NGR

FY Fiscal Year

FYQ Fiscal Year and Quarter

GEN Generic Code
(DE

IA or I Implementing Agency
A

IALOA Implementing Agency Letter of Acceptance
COMP DATE Complete Date

IA RECTC Implementing Agency Receipt Date
DATE (Complete)

IMPLT Implmentaion Date
DATE

LOA Lett of Acceptance

LOR Lette of Request

M Major Defense
D

MDE Major Defense Equipment

MTH Month

NO Number

NSN National Stock Number

OFFER Offer Date - also referred to as Counter-
DATE Signature Date

TABLE 1501-12. (Continued)
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OED Offer Expiration Date

PROG DIR Program D Date
DATE

Q Quzarter~

Q7Y Quantity

RCS Report Control Symbol

RSN Record Serial Number

S Spare Parts Code
P

S Status Code
T

S System Code

TRANS Transmittal Number
NO

TO STATE Date 36(b) case sent to State Department
DATE

UI Unit of Issue

VALUE Cost expressed in Dollars

YR Year

36B STATE Date of State Department Approval of
APPROVAL 36(b) case.

TABLE 1501-12. (Continued)
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TABLE 1501-13

SORT AND SELECT OPTIONS FOR ITEM DETAIL LEVEL AND
ITEM DETAIL SUMMARIZED TO CATEGORY REPORTS

Options for each report are indicated by "X" if available for that particular report.

SORT OPTIONS RPORT E REPORT D.G.H REPORT I

Area, Country X X X
Area, Country, Implementing Agency X X
Sub-Area/Country X X X
Country (Alphabetic) X X X
Country, Implementing Agency X X
Country, Fiscal Year X X
Implementing Agency, Country X X X
Generic/NSN, Country X

NOTE: Within these major sorts, reports are sequenced by case identifier and RSN where

appropriate.

PAGE BREAK OPTIONS

First Sort Position X X X
First and Second Sort Position X X X
First, Second, Third Sort Position X X X

,.., SELECTION OPTIONS

Area X X X
Unified Command X X X
Ceiling Country X X X
Country X X X
Implementing Agency X X X
Case Identifier X
Case Amendment Indicator X
Status X X X
Beginning and Ending Date-FY & Quarter X X X
Classification X X X
Major Defense Equipment X X
Unit of Issue X X X
Commitment Forecast X X
Overdelivered X X
Completed Line X x
Generic X X
Selected Item Sequence Number X
Worldwide total only X
Bypass worldwide recap X

TABLE 1501-13. Sont and Select Options for Item Detail Level and Item Detail
Summarized to Category Reports.
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TABLE 1501-14

SORT AND SELECT OPTIONS FOR CASE AND SUMMARY MANAGEMENT REPORTS

Options for each report are indicated by "X" or by the report indicator if available for that particular
report.

SORT OPTIONS REPORT B REPORT C REPORT J.K REPORT L

Area, Country (CC) X X X
Area, Country, IA X X
Sub-Area/Country X X X
Country (Alphabetic) X X X X
Country, Implementing Agency X X X
Country, FY X X X
Implementing Agency, Country X X X
IA, Country, FY X
IA, FY X
A, Congressional Transmittal FY K

NOTE: Within these major sorts, reports are sequenced by case identifier.

PAGE BREAK OPTIONS

First Sort Position X X X X
First and Second Sort Position X X X X
First, Second and Third Sort

Position X X X

SELECT' OPTIONS

Area X x X
Unified Command X X X
Ceiling Country X X X
Country/Activity X X X
Implementing Agency X X X X
Case Identifier X X
Case Amendment Identifier X X
Status x X x X
Beginning and Ending Date-FY

and Quarter x x J,K Qtr X
Classification X X X
Million Dollar Cases X X X
Major Defense Equipment X X X
Value Relations X
Low Undelivered X
High Undelivered X
Worldwide total only X X X
Bypass Worldwide Recap X

TABLE 1501-14. Sort and Select Options for Case and Summary Management Reports.
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SECTION 1502 - DSAA 1000 MATERIEL AND TRAINING SYSTEM
OVERVIEW, DATA SUBMISSION INSTRUCTIONS, AND REPORTS

150201 PURPOSE. This section provides a brief overview of the DSAA 1000 Management
Information System which supports MAP and IMET. Also included in this Section are
instructions for the preparation and submission of data into the 1000 System and descriptions and
examples of reports available from the System.

150202 SYSTEM DESCRIPTION.

A. General. The DSAA 1000 System contains MAP and IMET data which are updated
on a weekly basis. The results of these updates are provided to the training management activities
within DSAA and the MILDEPs in the form of hardcopy reports and data transmissions.

B. Data Descrintion. The System contains detailed Materiel (i.e., MAP, Excess
Defense Articles, Redistribution of Defense Articles, and MASF) and training (i.e., MAP, MASF,
and IMET) information for 1963 and subsequent years.

150203 DSAA 1000 SYSTEM REPOR:¶S.

A. Renort Descriptions.

1. MILDEP MAP and IMET Orders. These documents are produced by
MILDEP and reflect a detailed record of all funding actions accomplished during an update cycle.
Sample reports are available at Table 1502-1 and 1502-2. In addition to the detailed funding
section, four tabs are included in these reports which provide the following summarized
information:

a. TAB A - A recap by Country of all funding actions occurring within an
update cycie.

b. TAB B - A recap by Budget Project of all funding actions occurring within
an update cycle.

c. TAB C - A recap by Program Year of all funding actions occurringwithin
an update cycle.

d. TAB D - A cumulative recap by Program Year of all funding actions which
have occurred to date.

2. DSAA Detail Listing - Materiel. This document reflects detailed, materiel
program information (i.e., MAP, Excess Defense Articles, Redistribution of Defense Articles, and
MASF). A sample report is available at Table 1502-3. This report can only be produced for
materiel information. Requests for detailed IMETP or FMS Training information must be
submitted to the MILDEPs. In response to these requests, the MILDEPs will produce an STL.
Each MILDEP is currently providing this document to the field (e.g., SAOs) on a monthly basis.

3. Summarized Training Renorts. Requests for summarized FMS Training
information should be submitted to the MILDEPs. Requests for summarized IMET information
will be satisfied using one of the following pre-programmed reports:

1502-1
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a. Training Summary. This document reflects the number of IMET .-. ,
students and dollars by year, Country, MILDEP, and Generic Code. A sample report is available
at Table 1502-4.

b. StudentCoun. This document reflects the number of IMET students for
an eight-year period by Country, CONUS/Overseas Training, Program Originator, and Student
Type. A sample report is available at Table 1502-5.

150204 DATA PREPARATION AND SUBMISSION.

A. Submission of Data. MAP and IMET program and MASL data are created by the
MILDEPs and submitted to DSAA for updating the 1000 System. This data is submitted in a
punched card format via the AUTODIN network.

B. Preparation of Data.

1. Formats and instructions for the preparation of IMET data for updating the 1000
System are provided in Chapter 10.

2. Formats and instructions for the preparation of Materiel data for updating the
1000 System follow.

a. Program Additions (Card 3). Materiel add transactions for processing
in the DSAA 1000 System should be prepared as follows:

Card
Column Data Element Instruction

1 Card Code ------------------ Enter "3."
2-5 Record Control Number ----------- Enter RCN. See Appendix D.
6 Method of Funding Code Leave blank.
7 Action Code ---------------- Leave blank.
8-20 National Stock Number ----------. Enter the group, class, National Codification

Bureau Code and NINs as they appear in the
MASL.

21 Generic Code ---------------- Enter, first position only, the generic code
exactly as it appears in the MASL.

22 Commitment Code ------- --------- Enter appropriate Commitment Code See
Appendix D, Table D-2.

23-24 Reason Code ----------------- Enter appropriate Reason for Change Code
See Appendix D, Table D-11.

25-29 Quantity ------------------- Dollar lines leave blank. Excess defense
articles Actual Value Card leave quantity field
blank. Major Item - Enter total quantity.
Right justify (units position in Column 28,
ten position in Column 28, etc.)

30 Program Originator Code Enter Program Originator Code. See
Appendix D.

31-32 Country/Activity Code-- Enter Country/Activity Code. See
Appendix D, Tables D-5 through D-7.
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Card
Column Data Element Instruction

33 Customer Code -Dollar Lines - leave blank. Major Items-
Enter Customer Within Country Code
required for entry in Column 33 of
MILSTRIP requisitions. Refer to
Appendix D for explanation and MILDEP
directive containing the codes.

34 Special Supply ------------- Enter appropriate code. See Appendix D.
Procedure

35 Type of Assistance Code----- Enter Type of Assistance code. See
Appendix D, Table D-11.

36-43 Unit Price- -Obtain from the MILDEP. Must reflect
Repair & Rehabilitation codes (as
applicable) for EDA. Enter actual value of
excess defense articles
in EDA Actual Value Card.

44 Cost Code-------------------- Enter Cost Code. See App. D, Table D-4.
45-46 Program Year------........ Enter last two digits of fiscal year in which

the item is programmed or to be
programmed.

47-50 MAP Element Code -------- Enter MAP Element Code. See Appendix
D, Table D-1.

51 Lead Tim--Major Items - Obtain Lead Time Code from
the MILDEP. Dollar Value Line Items
Leave blank.

52 Spare Parts ---------- Enter "N" for CSP. Enter "A" for initial
Aerospace Ground Equipment (AGE).
Enter "E" for Concurrent Equipment
attachments in Federal Stock Class 3810
and 3830 (item identification number
383ZATCHMNT).

53 Condition Code/- -.---- ----------- Enter Condition Code for EDA. Appendix
Commerical Item Code D, Table D-3.

Enter numeric "1" for Commercial Items.
54 Communications/ ------ Enter Communications/Ancillary Code

Ancillary Code See Appendix D.
55 Implementing Agency Code -------- Leave blank. IA Code to be assigned by

DSAA
56 Blank -------------------------------- - Leave blank.
57 Status --------------------------------- Leave blank. Status Code to be entered by

DSAA only.
58-59 Funding Priority--------------- Enter funding priority code on all articles and

services program lines in budget year
program. See Appendix D.

60-61 Issue Priority ------------------------- Enter Issue Priority. Issue Priority Codes are
those prescribed in MILSTRIP regulations.

62-64 Required Delivery ------- ..--------- Enter RDD, as appropriate. See Issue
Priority/RDD Code in Appendix D.
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Card
Column Data Element Instruction

NOTE: Columns 60(-64 may also by used to\identify MILDEP MIMEX offer number or DPDS
listing/flyer number for EDA. See Excess Offer Number Code in Appendix D.

65 Source of Supply -------------- Obtain applicable Source of Supply Code in
Appendix D, Table D-9 from the MILDEP.
Do not leave blank.

66-68 MMhSTRIP Routing---------- Enter from MASL, except as follows: A
Identifier (MR1 Code change firom the MASL entry may be

necessary when a change in Source of
Supply Code, as in the case of codes B, E,
F, J, N, 0, R, S, or T, is effected.

Enter appropriate MRI Code in all cases as
determined from the MASL or Appendix D.

MASL Footnote Code K (See Footnote Code
in Appendix D, Table D-6) requires a
determination of the appropriate MRI code
from Appendix D.

69 Change Originator Code -- Enter appropriate Program Change Originator
Code. See Appendix D. Note that this
code ("Program Originator" code) may be
different from the Program Originator Code
in Column 30.

70 System Identifier Code------- Enter System Identifier Code, ff appropriate.
See Appendix D.

71 Fiscal Code ---- ...--------- -------- Leave blank. Data will be entered by DSAA.
72 CRA.-Enter appropriate CRA code. See Appen. D.
73-80 Total Cost------------------ -------- Enter Total Cost (including cost for Source

Codes B, F, J, S, and T) to the nearest
dollar. Must include repair and rehab-
ilitation costs, as appropriate, for Source of
Supply E or R items.

Where the unit price is zero, as for selected
Source of Supply Code E and R items,
leave blank. Do not enter acquisition unit

price or actual value in these columns for
Code E and R items.

Enter actual value total in Source of Supply E
(EDA) value card. Right justify. Enter
dollar position in Column 80.

b. Confirmation. Materiel and Services. Following program

submission, confirmation of approval will be sent to program originators by AUTODIN.

c. Deliverv/Exnenditure Materiel and Services (Card 8).

(1) Delivery and forecast cards will be transmitted to DSAA by the
MILDEPs by Card 8 as portrayed below on a monthly basis. Cards will be transmitted not later
than 15 days after the last calendar day of the previous month. Delivery cards will be submitted
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only for those lines in which a change in deliveries or delivery forecast date (initial entry,
improvement, or slippage) has occurred during the previous month. Card Columns 66-68 will
reflect the fiscal year quarter applicable to the shipment month, not the reporting month. All
reports of completed deliveries will be based on constructive deliveries by the logistics system, not
the completion of related financial transactions. Major items should be reported delivered at the
total program value if the actual delivery price is unknown. Adjustments to program values, if
required, will be accomplished at the time of final billing. Deliveries against dollar lines will be
reported at a value equal to the obligational authority issued against the applicable requisitions.

(2) Instructions for preparing Card 8 are as follows:

Card
Column Data Footnote Instruction

1 Card Code 1 Always an 8.
2-5 Record Control I Enter RCN. See Appendix D.
6-24 Leave blank.
25-29 Quantity 2 Represents the total quantity

Delivexed delivered to date; not the incre-
mental plus or minus change dur-
ing the reporting period.

30 Leave blank.
31-32 Country Code I Enter Country/Activity Code.

See Appendix D.
33-35 Leave blank.
36-43 Acquisition Value 2 Represents the total dollar value of

Delivered excess materiel delivered at no
MAP cost against dollar lines
having Source of Supply Code K,
L, E or R. For all major items,
regardless of Source of Supply,
and dollar lines with no excess
deliveries this field will be blank.

44 Leave blank.
45-46 Program Year 1 Enter Program Yr. See Appendix D.
47-57 Leave blank.

d. Program Chan=es (Card P). Program changes will be submitted
by Card P which contains the same data element fields as Card 3. Complete Card P as follows:

(1) Enter the following control data elements exactly as they would
appear in the Card 3 received from DSAA. (NOTE: If any of these control data must be changed,
a Card R and a new Card 3 must be submitted).

Card Column Data Element

2-5 RCN
31-32 Country/Activity Code
45-46 Program Year
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(2) Enter the following data in the card columns indicated.

Card
Column Data Element Instruction

1 Card Code-Enter "P".
23-24 Reason Code -Enter appropriate Reason for Change Code.

See Appendix D, Table D-1 1.
69 Change Originator------------- Enter appropriate Change Originator Code

Code See Appendix D.

e. Enter only the changed data elements (complete field in the
remaining columns of Card P). Leave unchanged data elements blank.

(1) When any of the MASL data elements change; i.e., NSN
(Columns 8-20), group (Columns 8-9), class (Columns 10-11), NCB Code (Columns 12-13),
item identifier (Columns 19-20), or generic code (1st position only, Column 21) the complete field
(Columns 8-21) must be filled in. Enter changed and unchanged data in Columns 8-21. Leave
Columns 8-21 blank if there is no change in MASL data elements.

(2) Changes in quantity (Columns 25-29) and/or total cost
(Columns 73-80) will be the revised quantity and/or the revised total cost and not the amount of the
change.

(3) Change in unit price (Columns 36-43) will be the revised price
and not the amount of change. Enter an asterisk in the units position (Column 43) if the unit price
is to be deleted,

(4) To blank out a data element, enter an asterisk in the units
position. For example, enter an asterisk (*) in Co'numn 59 to blank out a funding priority.

(5) Right justify in the quantity (Columns 25-29), unit price
(Columns 36-43) and total cost (Columns 73-80) fields.

f. Program Deletions (Card RL Program deletions will be
submitted by Card R entered as follows:

Card
Column Data Element Instruction

1 Card Code --------------------- Enter "R".
2-5 Record Control Number ------------ Enter the RCN exactly as it appears in the

Card 3 or 4 received from DSAA.
6-22 Blank Leave blank.
23-24 Reason Code ------------------------- Enter appropriate Reason for Change Code

See Appendix D, Table D-1 1.
25-30 Blank ------------------------ Leave blank.
31-32 Country/Activity Code ------------- Enter code exactly as it appears in the Card

3 or 4 received from DSAA.
33-44 Blank ----------------------- Leave blank.
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Card
Column Data Element Instruction

45-46 Program Year- --- Enter program year exactly as it appears in
Card 3 or 4 received from DSAA.

47-68 Blank-- Leave blank.
69 Change Originator Code---- Enter appropriate Change Originator Code.

See Appendix D.
70-80 Blank-Leave blank.
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TABLE 1502-3
GRANT AID DETAIL LISTING - MATERIEL
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TABLE 1502-4
TRAINING SUMMARY BY IMFLEMIENT[NG AGENCY AND GENERIC CODE
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TABLE 1502-5
STUDENT COUNT BY TYPE AND PROGRAM YEAR
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TABLE 1502-6

SORT AND SELECT OPTIONS
(DSAA 1000 SYSTEM)

A. SORT OPTIONS. The following sort options are available when ordering detail listings:

Unified Command, Country, Generic
Unified Command, Country, Record Control Number
Unified Command, Country, Program Originator, Generic Code
Area, Country, Generic Code
Generic Code, National Stock Number/Item Identification
Implementing Agency, Generic Code, NSN/Item Identification
MILSTRIP Routing Identifier, Generic Code, NSN

B. SRLECT OPTIONS. The following select options are available when ordering item detail
listings. Selects must be indicated for those options marked with an asterisk. When an option is
not indicated in a field, the DSAA will include all records relevant to that data field. For example,
if generic is not specified, records pertaining to all generic codes will be included in the report.

Area Code Program Originator Code
Commitment Code *Progri Year
Continuing Resolution Authority Code Selected Item Description Number

*Country Code Selected Item Sequence Number Code
*Generic Code (1-3 positions) Source of Supply Code
Implementing Agency Code Spare Parts Code
MAP Element Code Status Code
Method of Funding Code Type of Assistance Code
MILSTRIP Routing Identifier Code Unified Command Code

TABLE 1502-6. Sort and Select Options (DSAA 1000 System).
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TABLE 1502-7

ABBREVIATED TITLES USED IN THE DSAA 1000 SYSTEM OUTPUT PRODUCTS

A. ABBREVIATED TITLES. The following abbreviated titles are used in output products

prepared from the DSAA 1000 system data base:

Abbreviation Man

A Area Code

A Action Code
C

ACT Activity

ACQ Acquisition

ADMIN Administration

ART Articles

AUTH Authority

C Communications/Ancillary Code
A

CC Country/Activity Code

C Card Code
C

C Ceiling Code
E

CG Congressional Group

CAT Congressional Category

C Condition/Commercial Consumables Code
L

CL Federal Supply Class

C or CL Classification Code
L

C Commitment Code
M

TABLE 1502-7. Abbreviated Titles Used in the DSAA 1000 System Output Products.
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Abbre~ation Meaig
C Communications/Ancillary Code
N

C or CO Change Originator Code

0

COST IMET Total Cost in dollars

COURSE TITLE Title of Training Course

CR or CRA Continuing Resolution Authority Code

C Cost Code
S

CTL Control Code
CODE

C Customer within Country Code
U

CUM Cumulative

CY Current Year

DEF Defense

DESCRIPTON Description of the materiel item

DISTR Distribution

DUR Duration of training course

D DSAA Waiver
W

EXA Execution Agency Code

ForFC Fiscal Code
C

FOR CURR Foreign Currency

FP Funding Priority Code

FT or FTNT Footnote Code
NT

TABLE 1502-7. (Continued)
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Abbeiation Meaning

GEN or GC Generic Code
CODE

GP Federal Supply Group

I or IA Implementing Agency Code
A

IMET International Military Education and Training

INTER Intennediate

INV Investment

IO-AJ IMET Order Year and Adjustment Number
YRNO

IP Issue Priority

ITEM ID Item Identification Number

L Lead Time
T

MAP or ME MAP Element Code
ELEM

MDE Major Defense Equipment Indicator Code

M Method of Funding Code
F

MO MAP Order Adjustment Number
AJ

MO-AJ MAP Order Year and Adjustment Number
YRNO

MRI MILSTRIP Routing Identifier Code

MT-SV Materiel and Services

MUP Mateiel

NCB National Codification Bureau Code

NSN National Stock Number

TABLE 1502-7. (Continued)
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Abbreviation Mcming

OPR Operating Cost

OSP Offshore Procurement

PC Special Supply Procedure Code

P or PO Program Originator Code
0

PROG DIR Program Directive

P or PY Program Year
Y

QTR Quarter

QTY Quantity

RCN Record Control Number

RCS Reports Control Symbol

RDD Required Delivery Date

R or RE Reason for Change Code
E

"R or RP Requirements Priority Code
P

RorRQ Availability Reporting Quarter
Q
RSC Reports Sequence Control

RSVN Reservation

S or SC Student Code
C

SERVICE-ID Military Service Course Identification
NUMBER Number

SIC Selected Item Code

Q Selected Item Sequence Code and
SISC Quantity Control Code

SIDN Selected Item tescription Number

TABLE 1502-7. (Continued)
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Abkrniation Ma
S Spare Parts Code N

P

S Status Code
T

SUP or SUP OPS Supply Operations
OPS

SVC Service

T Type of Assistance Code
A

TLA Travel and Living Allowance

TNG Training

UC Unified Command

UI Unit of Issue

UNDEL Undelivered

UNIT Training Course Cost
PRICE

WEST HEM Western Hemisphere

WCN Worksheet Control Number

TABLE 1502-7. (Continued)
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SECTION 1503 - MILITARY ARTICLES AND SERVICES LIST OVERVIEW,
GUIDANCE, DATA SUBMISSION INSTRUCTIONS AND SYSTEM OUTPUTS.UID E PRODUCTS

150301 PURPOSE. This section provides guidance and instructions on the development,
maintenance and utilization of the MASL which is used in MAP, IMET, FMS, and FMCS
programs.

150302 GENERAL.

A. Purnose of the MASL. The MASL, which is maintained by the DSAA as part of
the Agency's automated data base, is oriented toward the needs of -the program originators. It
contains information submitted to the DSAA by the supplying agencies on identification and
availability of defense articles and defense services. In addition to being a key tool in the
development of plans and programs in the areas listed above, the MASL provides a uniform level
of line item detail in the automated SA programs of all agencies.

B. TIMes of MASL Data Maintained. The MASL master file is subdivided by type
of data, as indicated below:

1. Materiel MAST. This portion of the MASL contains information on identi-
fication and availability of defense articles and defense services and is used by the UCOMs, SAOs,
and MILDEPs in the development of plans and programs for the MAP, FMS, and FMCS. The
materiel MASL is segregated in the data base as follows:

a. Active (Current) Materiel MASL. The records in the active materiel
MASL can be identified by the assignment of MASL control code "K" and are comprised of items
of defense articles and defense services which may be included in prior, current, or future MAP,
FMS, or FMCS Programs, subject to special conditions explained by the footnote codes. (See
Appendix D.)

b. Inactive Materiel MASL. The inactive MASL contains records which
were once used in the FMS or FMCS Programs, but are no longer available for programming.
These records are assigned a footnote code of "YY", (See Paragraph 150303.A.5.c.)

2. Iraining MASL. The training portion of the MASL master file contains identi-
fication, availability, cost, and duration information on all formal and informal training courses
(including correspondence courses; technical, education or information publications; training aids;
orientation; and training exercises) conducted by or under the jurisdiction of the USG. It can be
used by the UCOMs, SAOs and MILDEPs in the development of plans and programs for INET
and FMS training. The training portion of the MASL master file is segregated into the following
types of data:

a. Current Year Training MASL. This MASL contains line item data for
training which is currently available for programming and is used during each update of the master
program file to provide supplemental information for all additions to the file.

b. Budget Year Training MASL. The budget year training MASL
contains line item data for training that is planned to be available for programming in the budget
and later years. This MASL is used to add supplemental information and to verify the course cost
and course duration of each record being added to the file, when processing budget year program
data to the master program file.
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c. Prior Year Training MASL. The prior year training MASL contains
line item data for training programmed prior to the current year training program. This IMET
MASL is retained for historical purposes only, as the IMET program data for each FY is rolled up -
(summarized) to seven dollar lines (N10 thru N90) per country/per implementing agency
approximately six months after it becomes a prior year. The FMS training MASLs for prior years
are retained for use in the updating of any prior year data in the FMS training program file.

3. Further Definition of Train*ng MASL Data. Separate data are maintained
for each of the above listed MASLs as follows:

a. IMET - used for all countries eligible to receive training under IMET.

b. EMS-NAI - used for all FMS customers having concluded a Standard-
ization Agreement with the U.S. Government.

c. FMSLIMEI - used for all FMS customers who are concurrent IMET
recipients enabling them to request FMS training at incremental prices.

d. FMS - used for all FMS customers not eligible for FMS-NATO and
FMS/IMET prices.

4. Summary MASL. The summary MASL is comprised of generically described
items. This MASL is used to assign supplemental information to each FMS detail and MAP master
program record which is used in the preparation of Congressional reports and other summarized
data. Records in this file are established and maintained by DSAA and are assigned a footnote
code of "PP" and a MASL control code of "L".

150303 MASL CONTENT. The MASL is arranged in budget activity sequence. (See
generic code information in Appendix D.) Budget activity codes A thru K have been assigned to
defense articles, codes L, M, P, Q, R, T and U have been assigned to defense services, and code
N has been assigned to training. The following paragraphs provide definitization policy,
information on the structure of individual MASL lines and instructions on submission of data to the
DSAA for inclusion in the master MASL file.

A. Materiel (Defense Articles and Defense Services).

1. Federal Sunplv Classification. All records in the materiel MASL are
oriented toward the FSC. The FSC is a commodity classification developed and adopted by DOD
for use in classifying items of supply, identified under the Federal Cataloging Program. The FSC
uses a four digit coding structure, with the first two digits identifying the federal supply group
(FSG) and the last two digits identifying the federal supply class within each group. The
orientation of this system permits the program originator, with few exceptions, to identify an item
in the federal supply catalog and then relate the item to the MASL structure. Where the FSC is
known, the selection of an appropriate MASL line can be made with ease by using the
definitization guide in Appendix D, Table D-9. In questionable cases, Cataloging Handbooks (H2-
1, H2-2, and H-3 published by the Commander, DLSC Attn: DLSC-APP, Federal Center, Battle
Creek, Michigan 49016) provide valuable supplementary information. The combination of generic
code and FSC provide identification for each item that is contained in the MASL master file.

2. Major Items Versus Dollar Value Lines. The materiel MASL contains two
types of lines for use in programming requirements; namely, major items and dollar value lines.
Major items are specific individual items identified in the MASL with a unit of issue other than
"XX" (dollar lines); e.g., aircraft. Dollar value lines are homogeneous groupings of related items,
such as automotive supplies, which generally represent a high density of specific individual items
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or spare parts with relatively low unit prices. The following guidance is provided for use in
making the determination of major item versus dollar value line selection:

a. Major Itms.

(1) Control over programming of specific items is desired by DSAA; e.g.,
aircraft, missiles, ships, combat vehicles, tactical, and support vehicles.

(2) The MILDEP responsible for supply must have advance information
on requirements for supply planning purposes.

b. Dollar Value Lines.

(1) All items for defense articles which do not meet the major item
selection criteria will be included in the MASL as dollar value lines.

(2) Unless otherwise indicated in the definitization guide, all defense
service lines will be included as dollar value lines. Defense services will include all services,
repairs, and assistance used for the purpose of furnishing non-military type assistance.

3. Definitization Guide. The definitization guide, as shown in Table D-9 of
Appendix D, provides guidance for making the determination as to whether a requirement should
be placed in the MASL and programmed as a major item or included in a dollar value line, as
follows:

a. An "X" in the column headed "Major Item" indicates that all requirements
under that Generic Code must be included in the MASL and programmed as defined lines.

b. An "X" in the column headed "Dollar Line" indicates that all applicable
requirements must be programmed under the appropriate dollar value lines which have been
previously established in the MASL.

c. An "X" in the column headed "Major Item" and also in the column headed
"Dollar Line" indicates that specific major items must be programmed as major items with
secondary items and components programmed as dollar value lines.

4. Structure of Materiel MASL Records. Each item listed is assigned a
generic code and along with the NSN provides an identification for each record.

a. Generic Code Structure. The generic codes assigned to the defense
articles and defense services are contained in Appendix D, Table D-9. Following is an example of
a generic code assignment:

A1A --------

A ------ First position of generic (Budget Activity) = Aircraft
Al -- First and second position of generic (Budget project) = a Combat

Aircraft
AlA ------- First, second, and third position defined as generic code = type of

Combat Aircraft, which in this case is Attack Aircraft

b. National Stock Number. The NSN for an item consists of the
applicable four digit FSC, two digit NCB Code, and a seven digit NUN.
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(1) Maior Items Assigned Specific NSNs. All major items of
materiel (except ammunition) listed in the MASL are identified by a specific NSN where one has
been assigned by the DLSC. Following is a sample of a DLSC-assigned NSN for a Truck Utility
1/4 Ton, M825.

NSN 2320 00 1779257
23 FSG 23 (Ground Effect Vehicles, Motor Vehicles, Trailers + Cycles)
20 Class 20 (Trucks and Truck Tractors, Wheeled)
00 NCB Code
1779257 NUN assigned by DLSC for Truck, Utility,

1/4 Ton, M825

(2) Maior Items Not assigned Specific NSN (Other than
Ammol Where an NSN has not been assigned by DLSC, as in the case of ships and aircraft,
major items are assigned the proper FSC and a pseudo NUN by the responsible MILDEP. The
following is an example of a pseudo NSN identifying a UH-34D Helicopter-.

NSN 1520 00 00UH34D
15 - FSG 15 (Aircraft and Airframe Structural Components)
20 Class 20 (Aircraft, Rotary Wing)
00 NCB Code
OOUH34D Pseudo-NIIN

(3) Materiel Dollar Line NSN Structure. Each item that does not
meet the major item criteria will be included in a dollar value line and can usually be identified by
FSG and FSC and can be correlated to the pre-established dollar lines in the materiel MASL. NSN
2310 00 2325750 Tractor, Full Track, LS, Heavy would be programmed under the following
dollar line:

NSN 2310 00 TRACTFI" (Tractors. Full Track in FSC 2310
23 FSG 23 (Tractors)
10 ........- Class 10 (Tractors, Full Track, Low Speed)
00 NCB code
TRACTFI --- Pseudo-NIIN established by DSAA for Tractors, Full Track in

FSC 2310

(4) Defense Services Dollar Line NSN Structure. The defense
services lines may utilize FSG codes of 01, 02 and 06 through 09. These FSGs along with non-
significant class and distinctive pseudo NUNs are assigned for various types of defense services to
provide positive identification. Following is an example of a services dollar line:

NSA 0228 00 OORRMSL (R+R Missiles)
02 ---------- FSG 02 - from reserved numbers
28 ---------- Class 28 non-significant number assigned by DSAA
00 ---------- NCB code
OORRMSL ----- Pseudo-NUIN assigned by DSAA for Repair and Rehabilitation of

Missiles
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5. Footnote Code Assignment.

a. General. MILDEPs are responsible for the assignment of footnote codes,
where applicab',., to all lines under their cognizance. (See Appendix D for a list of applicable
codes and their meaning.)

b. Footnote Code "NN". This code, as defined in Appendix D, is
assigned to items which are not available from supply, under normal circumstances, to meet
requirements. If a replacement item is known, the new MASL data should be submitted to DSAA
by the appropriate MILDEP. Dollar lines will not be assigned this footnote code.

c. Footnote Code "YY". When a MILDEP desires to remove an item from
the MASL which is no longer available, and that item has been previously used in an FMS or
FMCS case, DSAA will place the item in the inactive portion of the MASL and will add a "YY"
footnote code to the record, indicating that it is now inactive.

6. Maintenance of Materiel MASL Data. The appropriate MILDEP should
submit additions, changes, and deletions to DSAA as they develop, using the following
instructions:

a. Materiel Major Item Submission. All additions of new items, or
changes and deletions to existing lines, should be submitted by the appropriate MILDEP having
single-service wholesale inventory management responsibility. Guidelines for submitting MASL
materiel cards are contained in Paragraph H of this section. When a change is being submitted to
transfer the wholesale inventory management responsibility to another MILDEP, such changes will
be initiated by the MILDEP acquiring the responsibility and will be coordinated with the MILDEP
relinquishing responsibility prior to submission to DSAA.

b. Materiel Dollar Line Submission. All additions of new items, or
changes and deletions to existing dollar value lines will be initiated by DSAA unless otherwise
directed. Recommendations concerning dollar line additions and changes may be made by the
MILDEPs when deemed appropriate.

c. Responsibility for Data Submission for DLA Items. Responsi-
bility for submission of MASL data (adds/changes/deletions) for items supplied by the Defense
Logistics Agency will be the responsibility of the Department of the Army.

7. Review of Materiel MASL Data. DSAA will review all materiel MASL
input received from the MILDEPs to insure compliance with the definitization standards.

8. Materiel MASL Input and Output Processing.

a. U1all Ia[c. All materiel MASL input received by the DSAA will normally be
processed along with program data into the next weekly update.

b. Ouitpiut. Feedback from each update is provided to the MLLDEPs via
AUTODIN. This feedback includes all transactions (additions, changes, or deletions) which
passed the update edits and were successfully posted to the master MASL file. Errors (input not
passing edits) are provided to the applicable MILDEP as printed output and/or by AUTODIN.

B. ratining.

1. Definitization Policy. All individual formal or informal training courses
conducted in the U.S. or overseas, which are available for programming in the IMET or FMS
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training programs, will be defined. The training portion of the MASL is arranged in MASL control
code, generic code, and item identification sequence.

2. MASL Control Code. Each separate portion of the training MASL can be
identified by a distinctive single digit alpha MASL control code which is assigned by DSAA at the
time a new budget year MASL is created. This code remains with the data to which it is assigned
throughout the budget year, current year, and prior year cycle.

3. Structure of Generic Code. All records in the training portion of the MASL
are assigned generic codes from the list contained in Appendix D, Table D-9. The following is an
example of a generic code assignment:

NIA Flying Training. CONUS
N First position generic (budget activity code) = Training
N* ------ First and second position generic (budget project) = Student Training
NIA ------- First, second, and third position generic is the code for Flying Training,

CONUS

4. Structure of Item Identification Numbers on MASL Training Lines.
The lines in the training MASL contain an item identification number which identifies each line item
of training that can be used for programming or planning purposes. Specific training item
identification is obtained by the assignment of a seven digit identification number as follows:

a. MILDEP Resnonsible for Soecific Training Line. The first digit
identifies the MILDEP responsible for the training and uses the program originator code (B, D, P).

b. Categories of Training. The second, third, and fourth positions of the
seven digit number are prescribed by DSAA and are listed in Appendix D, Table D-9.

c. Identification Number (Item ID) of Soecific Course. The last
three positions of the seven digit number are assigned by the MILDEP to identify a specific course
of instruction. Following is an example of a completed training line which is ready for entry into
the training MASL master file:

Item ID B152224 (Medical Sunply Snecialist
B -..----- First position of number - responsible service (Army)
152 ---- Second, third, and fouth position of number - category assigned by

DSAA
(Supply/Warehousing)

224 Fifth, sixth, and seventh positions of number - course identity
assigned by the MILDEP Medical Supply Specialist

5. Maintenance of Training MASL. All additions of new lines, or changes and
deletions to existing lines (major items and dollar lines) will be submitted to DSAA by the MILDEP
offering the training course, and should conform to the instructions on MASL data submission
contained in paragraph 150308.

a. Current Year Training MASL. The current year MASL should be
continuously updated throughout the applicable FY to add new courses which become available for
programming during that FY and to incorporate significant changes such as course costs or
duration of training.

b. Budget Year Training MASL. During the second quarter of each new
FY the budget year MASL data are developed by the MILDEPs and submitted to DSAA based on
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guidance furnished by DSAA. Once the budget year MASL is established, this data will be
continuously updated. On 1 October of each year the budget year MASL becomes the new current
year MASL.

6. Review of Training MASL Data. It is the sole responsibility of the
appropriate MILDEP to review MASL training lines for accuracy and item content.

7. Training MASL Input and Outnut Processing.

a. Update. The training MASL is updated weekly along with the master
program file.

b. l•Ut. Feedback from each update is provided to the applicable MILDEP
as requested either as printed output or via AUTODIN. Errors (input not passing the update edits)
are furnished to the appropriate MILDEP as printed output.

150304 MASL RELATIONSHIPS TO DSAA PROGRAM DATA

A. MAP and IMET Progm-s. All program data (Card Formats 3 and 4) which
constitute the addition of items to the program master file, regardless of the program year, and
those program change cards (Card Format P and Q) which contain data punches in card columns 8
through 21 are matched against the appropriate MASL during the master file update process. This
MASL match accomplishes the following:

1. Verfication of Data. The match determines that the program requirement
being added is a valid line in the MASL

2. Descriotion/Unit of Issue Information. Provides a description and U/I for
items being added to the program file, and verifies the MRI and Execution Agency (EXA) codes
and assigns IA codes consistent with the MRI and EXA codes.

3. Data Error Feedback. Provides the program originator a list of all input
(3/4/P/Q cards) which fail to match the MASL

4. Imnlementing Service. Assures the issuance of MAP and IMET Orders-to the
correct IA or EXA.

5. Course Cost and Duration. The match posts the most up-to-date IMET
course and duration information to each unfunded record of the program master file.

B. FMS. FMCS. and FMS Trainin•.

1. FMS and FMCS 1200 System. The materiel MASL is used by DSAA in the
1200 system updating process as follows:

a. Verification of Data. The defined generic code and NSN entered on the
DD Form 1513, LOA, must be reflected in the MASL before the LOA is countersigned. Once
offers are tendered, the MASL is used to screen incoming detail records from SAAC to ensure that
the correct NSN and generic code have been used in each record. All item detail transactions
which do not match the MASL are rejected in the 1200 system updating process and SAAC is
notified of each rejection.
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b. Description/Unit of Issue Information. The MASL match provides
a description of each item entered into the 1200 system and also provides information on the U/I in
each record.

2. FMS Training 1000 System. All input data cards which constitute an
addition of training (Card format 4) to the FMS training program are matched against the
appropriate FY MASL for that category of training and the following is accomplished:

a. Verification of Data. The MASL match determines that the program
requirement is a valid line in the MASL.

b. Descrintion/Unit of Issue Information. The MASL match provides
a description and U/I of each course being added to the program master file for FMS training.

c. Course Cost and Duration. The match ensures that the most up-to-date
course cost and duration information is used in each record being added.

C. Summary MASL. The Summary MASL is used along with the regular MASL data
to assign supplemental information to each record in the master program file to facilitate subsequent
preparation of reports.

15030. MAS! DISTRIBUTION.

A. Schedule. The Training MASLs are printed and distributed to all MILDEPs,
UCOMs, SAOs, and numerous other activities, including schools and component commands, on a
semi-annual basis. Materiel MASLs are no longer provided by DSAA and each MJLDEP is
required to maintain a Materiel MASL database with transaction data provided by DSAA and is
responsible fo distributing copies to their user activities.

B. Reauests for MASL Information. Materiel or training MASL data may be *
obtained by submitting a request to the Office of the Comptroller, DSAA, Washington, D.C. *
20301-2800. Requests should specify the particular MASL(s) desired and the format; i.e.,
punched card, magnetic tape, microfiche, or in printed form. (Sample MASL reports are shown in
Tables 1503-1 through 1503-5 and abbreviated titles in Table 1503-1 of this section.)

150306 INOUIRIES ON MASL CONTENT.

A. MATERIEL INOUIRIES.

I. Clarification of Data. All requests pertaining to the source of supply and
availability of items should be directed to the MILDEP indicated by the MRI Code of the item as
having inventory management responsibility.

2. New Major Items. Requests for addition of major items to the MASL should
be forwarded to the MILDEP to which single-service wholesale inventory management
responsibility has been assigned. When the assignment is not known, requests should be directed
to the MILDEP indicated in the MASL as having responsibility for a similar type item.

3. Other Requests. All requests pertaining to the materiel MASL, except those
listed above, should be directed to the DSAA, Data Management Division, Office of the
Comptroller, Washington, D. C. 20301-2800.

1503-8 Change No. 4, 2 March 1992



150306.B. DOD 5105.38-M

B. Training Inquiries on MASL Content. All inquiries regarding training MASL
data content should be directed to the appropriate IA indicated by the first position of the EXA
Code.

150307 MASL DATA SUBMISSION.

A. Additions to the MASL Master File. MILDEPs will submit transactions
(additions and changes) to, and deletions from, the MASL on one of the appropriate card formats
illustrated in Table 1503-6.

B. Method of Submission. MASL data in Card 1 (materiel) and Card 2 (training)
format may be transmitted to DSAA using AUTODIN-call DSAA for Routing Identifier.
(Preferred Method)

150308 DATA SUBMISSION INSTRUCTIONS AND FORMATS.

A. Additions to the MASL Master File. For new items recommended for addition
to the MASL, complete all appropriate card columns in accordance with the following instructions:

1. Card 1 - Materiel (Defense Articles and Defense Services (all
Generic Codes except for Generic Code NK.

Card
Column Data Instruction
1 Card Code The card code is used to signify the type of card

being processed. A "1" in this column signifies that
the card is a MASL card for materiel and services
other than training. Code "G" through 0 in this
column identify "trailer cards" used to amplify the
description of a dollar line. (Trailer cards contain
only Control Code, NSN, Generic Code, and a
continuation of the description.)

2-3 Footnote Code The footnote code is used in the MASL to provide
significant information on availability of military
articles and services. See Appendix DTable D-8 for
explanation and list of footnote codes.

4-6 MILSTRIP Routing MILSTRIP routing identifier code is the abbreviation
Identifier Code for military standard requisitioning
and issue procedures routing identifier, commonly
referred to as the "MRI". The MRI identifies the
headquarters within the MILDEPs which has pro
vided the MASL data. A complete listing of MRIs
(except FAO which is used for U.S. Air Force
MASL lines and identifies Headquarters, USAF) is
contained in the MILDEP implementation of DOD
MILSTRIP Procedures as follows:
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Army -- Army Regulation AR 725-50
Navy - NAVSANDA Publication 437
Air Force -- AFM 67-1, Vol. 1

For most dollar value lines, the MRI entry is blank
and the MASL line has a "K" in the footnote code
column. See Appendix D for an explanation of how
to determine the correct MRI.

7 Action Code Enter "D" for deletions, "s" for changes and leave
blank for additions.

8-20 National Stock GP CL NCB ITEM-ID is the abbreviation for FSG,
Number FSC, FSC, NCB Code, and NHN. Where cards are

submitted, ensure that O's are punched as numeric
zeroes and l's are punched as numeric ones. In
generic code G, where the DOD ammunition code is
used in lieu of NUN, right justify and punch zeros in
unused columns.

21-23 Generic Code A description of each generic code is contained in
Appendix D, Table D-9.

24 Classification The code appearing in this column indicates the secu-
Code rity classification of the item for guidance in com-

plying with NDP-1 and MILDEP security
regulations.

CoClasifictn
T Top Secret
S Secret
C Confidential
U Unclassified

25-26 Unit of Issue The abbreviation in this column represents the
standard U/I to be used for programming the related
MASL item. Appendix D, Table D-15 contains the
abbreviations appearing in the unit of issue column
of the MASL.

27-52 Description The entry in this column is the description" of the
item. It is necessary, for mechanical reasons, that
the description be 26 characters or less. For this
reaýonl, numerous abbreviations and mnemonic
word(P have been used. Where an item in the MASL
is dsc-ribed by a NSN, reference to the appropriate
catalog will provide a more detailed description.
Where more than 26 characters are re-quired for
dollar lines, trailer cards may be submitted (see card
code, Card Column 1).

53 Control Code Enter "K". Must be filled.

54-55 Blank Leave blank.
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56-58 Selected Item Leave blank. DSAA will assign.
Sequence Number

59 Quantity Control Leave blank. The code in this column will be entered
Code by the DSAA to determine quantity count for sum-

marizing data. See Appendix D for explanation of
codes.

60 Major Defense The MDE indicator code must be filled in for all
Equipment Indi major items. A code of "Y" should be used to indi-
cator Code cate that an item is MDE and a code of "N" to

indicate that a line is non-MDE.

61 Blank Leave blank.

62-64 Selected Item Leave blank. The Selected Item Description Number
Description (SIDN) will be entered by DSAA to provide a means

for identification and rollup of detail records into
standard groups or categories for the preparation of
summary documents and Congressional data. (See
Appendix D.)

65-80 Blank Leave blank.

2. Card 2 - Training (Generic Code "N" only]

Card
ln Dm In tin

I Card Code The Card Code is used to signify the type of card
being processed. A "2" in this column signifies that
the card is a MASL card (training).

2-3 Duration Enter duration of course, expressed in number of
weeks. Leave blank for all categories of training
except individual courses. Precede significant digits
with a zero; e.g., 09. For courses in excess of 99
weeks, see Appendix D. Where duration is variable
because the training line has a non-specific variable
duration which should be determined separately,
enter the code VA.

4-6 Execution Agency Enter the execution agency code as described in
Code Chapter 10.

7 Action Code Enter "D" for deletions, "S" for changes and leave
blank for additions.

8-13 ECLISET Enter the required English Comprehension Level/
Requirement Specialized English Training requirement (e.g.

8OSA).
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14-20 Item Identifica- A seven-digit number used to identify each specific - -

tion Number training item. The first four digits are prescribed by
DSAA and are listed in Appendix D, Table D-9.
These four digits will be used as a "root" by the
MILDEP which adds the last three digits to complete
the seven digit identification number.

21-23 Generic Code Enter the appropriate generic code prescribed in
Appendix D, Table D-9.

24 Classification Enter the appropriate classification code prescribed in
Code Appendix D. Classified training requires the execut-

ion of disclosure authority prior to implementation.

25-26 Unit of Issue Enter "EA" (each) for student training (formal train-
ing, mobile training teams-detachments and field
training services). Enter "XX" (dollars) for training
support, personnel training, and extraordinary
expenses.

27-52 Course Title Enter the abbreviated course title (26 spaces or less).
Insure that course tides are as uniform as possible.

53 Control Code Must be entered -- the control code is used to
designate the program year to which the MASL entry
applies. DSAA will specify this code annually.

54-60 Prerequisite Enter the MASL item identification number of any re-
Course Number quired prerequisite training. Assigned by the MIL-

DEP.

61-72 Service Course Enter the appropriate service course identification
Identification number. The Air Force and Navy also enter their
Number course location code in columns 70-72.

73-80 Unit Price An amount entered in this field represents the unit or
contract cost for an individual course to be charged
by the MILDEP. "N/C" entered in this column
signifies that no charge is made by the MILDEP.
"EST" entered in this field signifies that unit price
must be estimated. The basis for estimating the U/P
is contained in MILDEP publications.

B. Cjhange. To submit changes to existing MASL lines, the following fields must be
completed:

Columns Field Definition

1 Card Code
7 Action Code - Always use "S"
8-20 National Stock Number (Materiel only)
14-20 Item Identification Number (Training only)
53 Control Code
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Entries in fields other than the above are required only where a change is intended; e.g., U/P
durationetc. When a change is required, enter the new data for that field. When changing a
MASL line you may desire to blank certain fields. The fields listed below may be blanked by
entering an asterisk (*) in the right-most column of the field to be blanked:

Columns Field Definition

2-3 Footnote Code (Materiel only)
2-3 Duration (Training only)
4-6 MRI (Materiel only)
54-60 Prerequisite course number (Training only)
61-72 Service Course Identification Number (Training only)
73-80 Unit Price (Training only)

C. Deletions. To delete an existing line from the MASL the following fields must be
completed. All other columns should be left blank.

Columns Field Definition

1 Card Code
7 Action Code - Always use "D"
8-20 National Stock Number (Materiel only)
14-20 Item Identification Number (Training only)
21-23 Generic Code
53 Control Code
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TABLE 1503-3
TRAINING MASL (FMS-NATO)
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TABLE 1503-4
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TABLE 1503-5
TRAINING MASL (FMS)

0. -1 -j- ..- 14-
I - meS 1- 0 a- 00 a sI 1134460 a---I

-ý ha aih IV, hX t. hi41J a14 IVhi44

6.4 gaa ae am 0s am a1 a4 a a a e o o l a . m 031444
hi~" "a V,. A un04.5 V. Aw An AV. A01C * O~I 1

hiC~% I- 044 W4 !%a 01.4 4 40 C 4I4 . 0414T L#~~'a
UK Pb 0.1 a 4a. b 04 @4r 4 4r 0 1 14.4..q 0

.4

I .4~J .400% 0l% 004.0140 a41 P%0 % . 400. I%%L

0.La w4 04 1, a. u4 4 %A-4 % . .. 4 3

aa 0
z 1 20 0v0.0&l x ,U ,I - d

&-u w a1 09::

.1 I 0--z z I, -h ------ "Z xi 0 . .

.4 K uu 0 I.4 0 4 4U .4 4La4 0 4.4S 00 0 fa...4 0 0- 30z 9

uh j 29 i a 2. S. 2 a3 - *1 z. . 2h . 00 z 0=pM 0 0 .4 0. 2 =

WLiI -ý: V :lý:ýW www w I4 4* II. 31- 4. 4 0%.4 I, 1& hi 41. wI &I f 4 4% hI. I&w . , h&at.

.4 ~ ~ ~ ~ ~ ~ .. 3 -4 -. .4".4. 14 0.4 .0 34O~iL O i I.i . ii I. hit 0 .
0:; aa 1a 0 .4a a4 - U.h4 4 410 4 - - - - - u ft" fttftt f: 1.hi 3..h353 L1.3i0. aL

.~~~~ ~~~~~ A. 4 .i .4 0.34011 -a 0a a'shO.430. .4 33i. h01

.4 ~ ~ C0 0-Q U000 0 i 04341101100. .00 0" 1.39 or, 3044. .40ac moo cc c0.J4..43

Liý" 4 I .02.:1 Li 0 . - - ) 17 O3 .-3-7 11.i1 -3 30- 3 nnn- -23 11. 3 2--2 .40.3hi%2.4 c ca Conchi2 02-44- 2 .12ulu 04.2 43ju~j ool 0. 040.06304 3.4.4ohi00

IVI tt Vv t1 f t f tf Vf V4C v C tC 04C44 ft...0000..4 0h0.4.4 00 CZ40 ed w f 1" 0C4t I tOm44 44C4

- 0~~~TAL 1535 0-00i1-inhn00 MASL...0004.000 (FM4Z~S).43344O...0

4 . 0 022U U0.h 00 0 00ihO4Li O~.44..443150340-3i01840



DOD 5105.38-M

TABLE 1503-6
CARD 1 AND 2 FORMATS
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TABLE 1503-7

ABBREVIATED TITLES USED IN THE MILITARY ARTICLES
AND SERVICES LIST (MASL) OUTPUT REPORTS

ABBREVIATED TILE. The following abbreviated titles are used in output products prepared

from the MASL master file:

Abbreviation Mang

C Card Code

C

C Ceiling Code
E

CL Federal Supply Class

C Classification Code
L

CTL Control Code
CODE

COURSE TITLE Title of Training Course

DESCRIUTON Description of the materiel item

DUR Duration of training course

ECL/SET English Comprehension Level/Specialized
REQ English Training Requirement

EXA Execution Agency Code

FT Footnote Code
NT

GEN Generic Code
CODE

GP Federal Supply Group

ITEM-ID Item Identification Number

MDE Major Defense Equipment Indicator Code

MRI MILSTRIP Routing Identifier Code

NCB National Codification Bureau Code

TABLE 1503-7. Abbreviated Titles Used in the MASL Output Reports.
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Abbrevation Meaig

PRE-REQ Item Identification Number of prerequisite
COURSE training course

SERVICE-ID Military service course identification number
NUMBER

SIDN Selected Item Description Number

Q Selected Item Sequence Number and Quantity
SISC Control Code

UNIT PRICE raining course cost

UI Unit of Issue

TABLE 1503-7. (Continued)
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SECTION I04 - SA NETWORK**

150401 PURPOSE. This section provides policies relative to the SA Network (hereinafter
referred to as the "SAN").

150402 DEFINITION AND OBJECTIVES. The SAN consists of a worldwide
network, accessible through the Interoperability Decision Support System (IDSS), and stand-alone
systems which provide authorized users access to SA community databases. It also encompasses
centrally designed and maintained desktop computer software programs for SAO use. Specific
database and software applications are shown in Table 1504-1. The objectives of the SAN include:

A. To provide ready and simplified inquiry access to SA training management, case
management, logistics management, financial management and, where applicable, international
defense cooperation management information.

B. To provide UCOMs, SAOs, and other users with local software packages which can be
used to collate relevant data, produce management reports, and generate computer-produced forms
and formats.

C. To provide electronic mail (E-mail) capability among UCOMs, SAOs, CONUS
organizations, and other overseas activities.

D. To develop the necessary systems to support a consolidated view of data where this view

is identified as a necessary requirement or is in the best interest of the SA community.

150403 POLICIES AND PROCEDURES.

A. SAN. Training. In order for SA community users to properly access appropriate
databases, operate local software programs, and maintain essential communications system
security standards, initial and refresher training is necessary.

1. Initial Training. Newly designated SAO personnel shall receive initial SAN
familiarization training at DISAM during their attendance in the Overseas Course. (Note: SAO
chiefs and sections chiefs who have received permission to attend the DISAM Executive course, in
lieu of the Overseas Course, shall also receive appropriate familiarization training.) Students
attending CONUS-related DISAM courses shall receive appropriate training as well. DiSAM shall
prepare, maintain, and periodically distribute the SAN User's Handbook which compiles database
system descriptions, security procedures, and product formats. Portions of this section will be
moved to that Handbook when published.

2. Refresher/Update Training. The UCOMs shall conduct appropriate SAN
refresher/update training for SAO personnel during UCOM orientation, security assistance training
program management reviews, and other forums as necessary.

3. Day-to-Day Professional Training. The chief of the in-country SAO shall
establish appropriate local day-to-day proficiency procedures to insure that all SAO members,
whose duties so require, are capable of using the SAN.

B. Secarit. Inasmuch as the SAN involves access to databases with user account and
password controls, appropriate security measures must be followed.

1. Security Renuirements. Security requirements and controls for each database
system are established by the activity owning and managing the data. The basic essentials of these

1504-1 Change No. 5, 2 November 1992
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standards shall be compiled in the User's Handbook, published by DISAM. Each user shall
establish liaison with the database manager, as necessary, to receive any detailed, tailored
procedures and to obtain user accounts and passwords. SAOs shall go through their UCOM focal
point in conducting this liaison.

2. Data System Access. As a basic rule, access to data systems shall be limited to
USG personnel with "a need to know." In exceptional cases, access can be extended to USG local
national hires whose employment duties require utilization of the data and the CONUS data system
manager provides such members with user accounts and passwords.

3. Data System User Accounts and Passwords.

a. SAOs and Comoonent Activities within a UCOM AOR. The SAN
System Administrator within each UCOM shall determine the timing and degree of data systems'
access provided to each SAO and other component users within the AOR. Once this determination
is made and the IDSS account has been activated, the SAO/user activity will liaise directly with the
applicable CONUS data system managers to acquire individual members' user accounts and
passwords.

b. CONUS Activities. CONUS users requiring access to the SAN shall
initially go through the applicable MILDEP or DOD Network System Administrator. Once the
IDSS account has been activated by the administrator, user activities shall liaise directly with the
CONUS data system managers to acquire individual members' user accounts and passwords.

4. Security Requirements Reviews, Each UCOM shall establish a point of
contact to help resolve security standard issues, and serve as a liaison between the CONUS
database managers and the SAOs. Moreover, UCOMs shall include the SAN as part of their IG
inspections.

C. Equinment Purchases and Maintenance.

1. Minimum Specifications. SAOs shall adhere to the minimum equipment
specifications in Table 1504-2 when ordering additional, or replacing existing, ADP equipment.
Any deviation from these specifications must be coordinated through the UCOM and the DSAA
Assistant to the Comptroller for IRM. Moreover, all ADP purchases must be coordinated with in-
country embassy/mission representatives to ensure compatibility with State Department security
and maintenance standards.

2. Maintenmnc The minimum equipment specifications allow for a number of ADP
brands. This policy recognizes the FAR requirement for competitive procurement as well as the
reality that certain vendors have established maintenance capabilities in selected countries.
Maintenance arrangements involving ADP equipment owned by each SAO shall be coordinated
between the unified command and the embassy/mission.

D. Eouipment Acouisition. Operations. and Maintenance Funding. Funding
shall be a routine part of the SAO budget process, requiring justification and purchase order
approval by the parent UCOM subject to budget realities.

E. System Changes/Improvements, It is intended that the SAN be a viable
management tool, which will be refined and enhanced with time. Recommended changes may be
gathered and evaluated through the following processes:

1. Ad Hoe Recommendations. Each user is encouraged to look for ways in which
the SAN may be enhanced. Changes originating at the SAO level shall be processed through the

1504-2 Change No. 5, 2 November 1992
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local in-country chain of command to the unified command. The unified command shall review
proposed enhancements, looking at practicality, universality, and projected utility factors, and
submit recommended initiatives to DISAM for collection and eventual presentation to the SA
Database Policy Steering Board.

2. Curriculum Review Item. Inasmuch as the SAN comprises an integral part of
the DISAM curriculum, curriculum review representatives from OSD, the military services, the
unified commands, and other activities are encouraged to make suggestions about SAN tia'ming or
other related matters at the DISAM curriculum review meetings. Any recommendations for
enhancements shall be referred to the SAN Policy Steering Board.

F. On-Line and Off-Line SAOs.

1. On.Line SAOs. Where the size of the security assistance program warrants it,
and technical communication/cost considerations are practical, an effort shall be made to provide
users with on-line access to the SAN. This access shall be through a modem with the call routed
through the appropriate single-user, data-quality, direct-dial telephone line. Wherever such
capability exists, DDN shall be used; if DDN is not available, the DSAA Comptroller staff shall
advise which international carrier is to be used. Users shall be able to access data, on an as-needed
basis, directly from the database sources. In addition, these SAOs shall be provided local software
packages to facilitate security assistance management. A list of on-line SAOs is maintained within
the DSAA bulletin board IDSS application.

2. Off-Line SAOs. Where it is impractical to provide on-line access at a given SAO
location, that SAO shall still receive the local software packages (e.g., Training Management
System) as well as disks containing its host country's SA training programs data.

G. SAN Software Programs. **

"1. U.1a Selected desktop computer software programs (e.g., TMS, SAARMS) are
developed, tested, supported, and updated under the direction of the SAN Policy Steering Board.
These officially-promulgated software programs are designed to assist the SAO and other users by
providing the benefits of automation, while incorporating essential controls for program
standardization and management. They should be used for tracking transactional entries and
generating documents and reports with standard formats (e.g., Invitational Travel Orders, Status of
Funds Reports). These programs are described in SAN user handbooks and are incorporated
within the DISAM curriculum for student instruction.

2. Software Managers. Managers for SAN software programs are listed in Table
1504-1.

H. SAN Electronic Mail (E-Mail). E-Mail use is encouraged by the SA community **
where technical communication and cost factors warrant. IDSS/DDN E-Mail carries the same
official status as telephone calls and data faxes. E-Mail remains the property of the USG and is
subject to oversight by organizational managers and designated system administrators.

150404 RESPONSIBILITIES. The following organizational responsibilities apply to the
SAN.

A. Policy Steering Board. The Steering Board shall consist of the DSAA Comptroller
(Chairperson), DISAM, and DFAS-DE (SAAC). The Steering Board Chairperson may call upon
the Joint Staff, UCOMs, MILDEPs, and defense agencies to provide representatives to address
selected procedural and technical issues. The Steering Board shall function in an advisory capacity
to the Director, DSAA, and shall meet as necessary to perform the following roles:

1504-3 Change No. 6, 10 May 1994
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1. Establish short- and long-term goals and applications relative to the SAN.

2. Coordinate security and access procedures relative to other organizations (e.g.,
MILDEPs) security assistance data systems.

3. Set technical standards for future computer and data accessory equipment purchases
on behalf of SAOs.

4. Review annual budget priorities relative to computer equipment purchases,
maintenance arrangements, and telecommunications networks funded by DSAA.

5. Coordinate the central design and distribution of local software packages for SAOs.

B. Database Owners Work Groun. Functioning in a technical support and advisory
capacity to the Steering Board Chairperson, the SAN Database Owners Work Group shall consist
of the DSAA Assistant for IRM (Chairperson), DISAM, DFAS-DE (SAAC), and the MILDEPs.
The Work Group shall perform the following roles:

1. Develop and refine, as necessary, standard data menus, screens, elements, reports,
and user protocol procedures.

2. Provide technical and functional recommendations on matters pertaining to the SAN.

3. Provide training to DISAM personnel and other users, as necessary, on system
applications.

4. Provide inputs to be incorporated in updates to the SAN User's Handbook.

C. DSAA Comptroller. The DSAA Comptroller shall: '- -"

1. Chair the SAN Policy Steering Board and provide oversight of the SAN Database
Owners Work Group.

2. Establish funding priorities for equipment and services needed for the efficient and
effective integration of the SAN.

3. Maintain liaison with the Joint Staff, UCOMs, MILDEPs, and defense agencies in
establishing common, standard approaches and procedures to security assistance data accessibility.

4. Serve as the overall systems coordinator for the SAN, performing the following
functions:

a. Maintain liaison with and provide guidance to the UCOMs to determine which
SAOs shall be provided access to applicable data bases and the method for such access.

b. Maintain liaison with database managers concerning the method and schedule of
SAOs' acces , selected databases, the resolution of telecommunications issues, and other matters
warranting '-Y systems-wide attention.

Review and approve/disapprove any requests for deviation from the ADP
equipment standards in Table 1504-2.

5. Make pertinent DSAA data accessible to authorized users.

1504-4 Change No. 6, 10 May 1994
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D. £ommandant. DISAM. The Commandant, DISAM, shall:

1. Provide representation on the SAN Policy Steering Board and SAN Database
Owners Work Group.

2. Function as the focal point for establishing and updating SAO data requirements,
designing personal computer (PC) software packages for use by SAOs, and serving as a clearing
house for security assistance PC software initiatives and needed future applications.

3. Provide initial training to DISAM students and follow-on training at UCOM SA
management reviews and other forums, as necessary, with regard to SA data management.

4. Publish and distribute the SAN User's Handbook.

E. Director. DFAS.DE (SAAC). The Director, DFAS-DE (SAAC) shall:

1. Provide representation on the SAN Policy Steering Board and SAN Database
Owners Work Group.

2. Interface with the MILDEPs and defense agencies on database connectivity issues.

3. Make DFAS-DE databases accessible to authorized users.

4. Distribute disks containing current SA training program information to off-line
SAOs.

F. MILDLEM The MILDEPs shall:

1. Provide representation on the SAN Database Owners Work Group.

2. Respond to requests for technical and management assistance from the SAN Policy
Steering Board.

3. Coordinate all changes to security assistance information systems which might have
an impact on overseas SAO users through Comptroller, DSAA.

4. Establish procedures to insure data transmission validity and make pertinent **
databases accessible to authorized users.

G. UCOMs The UCOMs shall:

1. Represent the interests of their staffs and SAOs to improve access to security
assistance data systems by appointing a SAN system administrator for each AOR.

2. Plan, coordinate, and provide technical support for standardizing purchases,
improving management, ensuring interoperability, and recommending/approving purchase and
distribution of ADP equipment and software systems to support the SAN.

3. Ensure that SAOs adhere to hardware and software standards established by the
SAN Policy Steering Board, and future ADP purchases are validated by the UCOM.

4. Supervise, direct training, and provide technical support to the SAN installed at the
UCOM headquarters, components, and SAOs throughout the theater.

1504-5 Change No. 6, 10 May 1994
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a. Provide additional training to selected personnel on IDSS, TMS, SAARMS,
and other functionally-oriented SA data systems.

b. Evaluate installed program operations as part of the UCOM inspections/staff
assistance visits.

5. Ensure ADP security requirements are identified and evaluated throughout the life-
cycle of installed ADP systems, and address security requirements for current and projected
connectivity early in the mission analysis and project initiation phase.

H. SAOs. Chiefs of SAOs shall:

1. Ensure that future ADP purchases adhere to the minimum specifications in Table
1504-2 or request a waiver from DSAA through the UCOM.

2. Ensure appropriate user accounts and passwords are obtained and safeguarded.

3. Establish a local training program to insure the proficiency of SAO members on the
SAN.

1504-6 Change No. 6, 10 May 1994
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SstmMna

A. Financial Manageent

"* Foreign Military Financing/ Defense Security Assistance Agency
Credit System (DSAA), Washington DC

"* Defense Integrated Financial Defense Finance and Accounting
System (DIFS) Service-Denver Center (DFAS-DE/F),

(SAAC) Denver CO.

B. Logisties Management

"* Centralized Integrated System U.S. Army Security Assistance Command
For International Logistics (CISIL) (USASAC) Deputy for Operations,

New Cumberland, PA

" Management Information System Naval Supply Systems Command
For International Logistics (MISIL) (NAVSUPSYSCOM), Washington DC

" Security Assistance Management Air Force Materiel Command
Information System (SAMIS) Air Force Security Assistance Center

(AFMC-AFSAC),
Wright-Patterson AFB, OH

"* Supply Tracking and Repairable Return/ USASAC (Army) **
Personal Computer (STARR/PC) NAVSUPSYSCOM (Navy)

AFMC-AFSAC (Air Force)

C. Training Management

"• Training and Doctrine Command Security Assistance Training Field Activity
Security Assistance Supporting (SATFA), Hampton VA
System (TSASS)

"• Foreign Military Training Management Naval Education and Training Security
Information System (FMTMIS) Assistance Field Activity (NETSAFA),

Pensacola, FL

"* Training Control System (TRACS) Air Force Security Assistance Training
Group (AFSAT), Randolph AFB, TX.

" Integrated Standardized Training List Institute for Defense Analyses (IDA)
(ISTL) IDSS Application Alexandria VA

" Training Management System (TMS) DISAM/DU
(PC Software Maintenance) Wright-Patterson AFB OH

Table 1504-1. SAN Systems and Associated Managers (Page 1 of 2)
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D. ResourceManamnt

SA Automated Resoure Management DISAMDII
System (SAARMS) Wright-Patterson AFB OH
(PC Software Maintenance)

E. International Cmnratoie r m-aui a/ Office of the Deputy Under Secretary of
Armaments Cooeration Database Defense (International Programs)

Washington DC

F. Bulletin Boards on IDSS

"• DSAA - Security Assistance DSAA
Washington DC

"* ISTL DISAM
Wright-Patterson AFB OH

"* UCOM Individual UCOMs

G. Telecommuniecations Gateway

" Interoperability Decision Support Institute for Defense Analyses (IDA),
System (IDSS) Alexandria VA

- IDSS Access Protocol

- Electonic Mail (E-Mail)

" International Logistics Defense Automatic Addressing **
Communications System (ILCS) System Center (DAASC)

Gentile AFS, Dayton OH

Table 1504-1. SAN Systems and Associated Managers (Page 2 of 2)
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SAN programs (e.g., TMS, SAARMS) and the IDSS communications software (LINKPC) were
developed to only operate on IBM PC compatible systems utilizing the 80386 (or higher)
microprocessor, and running under the Microsoft Disk Operating System (MS-DOS) version 5.0
or higher. This should be considered a minimum operating configuration. It is acceptable to
upgrade this configuration, such as with larger hard disks or more memory. However, when
replacement or other new equipment purchases are warranted, the following minimum
specifications apply:

1. PERSONAL COMPUTER (PC) SYSTEM

a. IBM compatible with true 80486DX microprocessor (not 80486SX).

b. 33MHz operating speed with minimum 128K hardware cache.

c. 8 Megabytes Random Access Memory (RAM) (70ns or faster).

d. 200 megabyte (MB) hard drive (less than 15 millisecond access speed, auto-locking
heads). Equivalent removable media may be used.

e. Super VGA color monitor. Minimum 15" diagonal screen measurement. (.28mm dot
pitch). Capable of 1024x768 resolution non-interlaced and compatible video display
adapter card with 16 bit operation and minimum 1MB on-board video RAM. Video card
should also include appropriate video display driver software. VESA local bus display is
acceptable if available.

f. One 5.25 inch high density 1.2MB floppy drive and one 3.5 inch high density 1.44MB
floppy drive.

g. Full size desktop case or floor standing tower case. Eight internal expansion slots, (6/16
bit, 2/8 bit slots).

h. Microsoft compatible mouse with software drivers.

i. Two serial ports, one parallel port.

j. Full size 101 key keyboard.

k. Surge protection power strip or other power protection device capable of delivering
constant voltage and providing voltage spike protection.

2. PRINTER

a. Hewlett-Packard Laserjet Series 4 or 100% compatible.

b. Serial port and parallel port.

c. Minimum 4MB memory.

d. Optical Character Recognition (OCR)-A and OCR-B font print capability. Fonts may be
permanently resident in the printer or installed with removable cartridges.

Table 1504-2. Minimum Specifications for New ADP Equipment (Page 1 of 2) **
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3. MODEM

a. Conform to the current CCTIT specifications for V.32bis/V.42bis and MNP Level 5
operation.

b. Compatible with the Hayes "AT" command set, as applicable; support the special
extended command set, as applicable.

c. Support 300-14400 bits per second (bps).

d. Combination data and fax modems are acceptable.

4. SYSTEMS SOFTWARE

a. MS-DOS version 5.0 or higher.

b. SAN programs have not been designed for or tested with non-MS-DOS operating
systems, to include DR-DOS, OS/2, or UNIX (and UNIX derivatives). The database
programs also have not been tested for use with disk compression programs, such as
DOUBLESPACE or STACKER.

5. OPTIONAL EQUIPMENT/STANDARDS

a. If a CD-ROM reader is acquired it should conform to the ISSO 9660 standard as a
minimum. Access time should be less than 200 milliseconds and effective throughput
should be 350 KBPS or greater. The interface bus should conform to the latest SCSI-2
standards.

b. Network architectures should conform to the ETHERNET standard (IEEE 802.3). ,
Network operating systems shall be POSIX compliant in accordance with existing DoD
and Federal standards. Architectural designs and design proposals for networks will be
submitted to DSAA/COMPT/IRM for approval prior to the expenditure of FMS or FMF
administrative funds for acquisition.

Table 1504-2. Minimum Specifications for New ADP Equipment (Page 2 of 2)
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I. POLICY AND OVERALL SAN ADMINISTRATION MATTERS

DSAA
DSANCOMVPflRM
Washington DC 20301-28M0
DSN 227-3419; Commecial (703) 697-3419; DATA FAX DSN 224-3408;
Commercial (703) 614-3408.

II. USER EDUCATION AND HANDBOOK MATTERS

DISAM
DISAM/DII
Wright-Patterson AFB OH 45433-5000
DSN 785-5850, Commercial (513) 255-5850; DATA FAX Ext 4319

IlI. IDSS NETWORK SYSTEM ADMINISTRATORS AND
DATABASE MANAGERS

IDSS Administrator for USACOM AOR
HQ, USACOM (J5NA)
Norfolk VA 23511-5000
DSN 438-5740, Commercial (804) 445-5740, DATA FAX Ext. 5746

IDSS Administrator for USCENTCOM AOR
HQ, USCENTCOM (CCJ4/7-SP)
MacDiU AFB FL 33608-7001
DSN 968-6417; Commercial (813) 830-6417; DATA FAX Ext. 6373

IDSS Administrator for USEUCOM AOR
HQ, USEUCOM
Logistics and Security Assistance Directorate
Unit 30400, Box 1000
Attn: ECJ4-SA
APOAE 09128-4209
DSN 430-7238; Commercial (049-711) 680-7238; DATA FAX Ext. 4141

IDSS Administrator for USPACOM AOR
HQ, USCINCPAC (J402)
Box 20
Camp Smith 1I 96861-5025
DSN 315-477-0854; Commercial (808) 477-0854; DATA FAX Ext 0944

IDSS Administrator for USSOUTHCOM AOR
HQ, USSOUTHCOM (SCJ5-SA)
APO AA 34003-0201
DSN (313) 282-4605; Commercial (507) 82-4605; DATA FAX Ext 3709

Table 1504-3. SAN-Organization Points of Contact (Page 1 of 3)
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IDSS Administrator for DFAS Activities: DIFS Database Manager
DFAS-DE (FDD) (SAAC)
Denver CO 80279-5000
DSN 926-6266; Cmmercial (303) 676-6266; DATA FAX Ext. 6394

mSS Administrator for U.S. Army Logistics/Financial Activities: CISIL Database

USASAC Deputy for Operations
Director, Infmation Manageme (AMSAC-IM
New Cumberland PA 17070-5096
DSN 977-6771; Commercial (804) 727-3290; DATA FAX Ext. 4142

IDSS Administrator for U.S. Army Training Activities: TSASS Database Manager
SATFA
Attn: ATFA-I
2017 Cunningham Drive, 4th Floor
Hampton VA 23666
DSN 680-3290;, Commercial (870) 727-3290, DATA FAX Ext. 4142

IDSS Administrator for U.S. Navy Logistics/Financial Activities: MISIL Database
Manage
NAVSUPSYSCOM (SUP-72)
Washington DC 20376-5000
DSN 227-0953; Commercial (703) 607-0953; DATA FAX Ext. 0859

IDSS Administrator for U.S. Navy Training Activities: FMTMIS Database
Manar
NETSAFA
Atn: NA
Naval Air Station
Pensacola FL 32508-5125
DSN 922-2917; Commercial (904) 452-2917; DATA FAX Ext. 2953

IDSS Administrator for U.S. Air Force Loeistics/Financial Activities: SAMIS
Database Manager
AFMC-AFSAC/XMDT
Wright-Patterson AFB OH 45433-5000
DSN 787-6031; Commercial (513) 257-6031; DATA FAX Ext. 9102

CMCS Database Manager
SAF/IAPP
Washington DC 20330-1000
DSN 227-8015; Commercial (703) 227-8015
DATA FAX DSN 224-7576; Commercial (703) 614-7576

IDSS Administrator for U.S. Air Force Training Activities: TRACS DatabaseMzanag r
AFSAT/RMI
Randolph AFB TX 78150-5001
DSN 487-5962; Commercial (512) 652-5962; DATA FAX Ext. 4573
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MISS Administrator for Other DOD Activities
DISAMIDII
Wright-Pattero AFB OH 45433-5000
DSN 785-5850; Cbmmercial (513) 255-5850;, DATA FAX Ext. 4319

ISTL Datab"a Manager: IDSS Oneration
Institute for Defense Analyses (IDA)
1801 N. Beauregard Street
Alexandria VA 22311-1772
DSN 289-2410; Cemmercial (703) 845-2410
DATA FAX Ext. 2588

ILCS Administrator
Defense Autonatic Addressing System Center (DAASC)
Gentile AFS, Dayton OH 45444-5320
DSN 986-6395; Commerical (513) 296-6395; DATA FAX Ext. 5186

Table 1504-3. SAN-Organization Points of Contact (Page 3 of 3)
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APPENDIX A **
ABBREVIATIONS AND ACRONYMS

I ~A

AAA Army Audit Agency
AAO Authorized Acquisition Objective
ACDA Ams Contol and Disarmament Agency
ACOCS-FMS Army Customer Order Control System for FMS
ACOM Atlantic Command (formerly LANTCOM
ADP Automatic Data Processing
AECA Arms Export Control Act, as amended
AECB Arms Export Control Board
AFAO Approved Force Acquisition Objective
AFMC Air Force Materiel Command
AFR Air Force Regulation
AIASA Annual Integrated Assesment of Security Assistance
AID Agency for International Development
AOR Area of Responsibility
AR Army Regulation
ASD Assistant Secretary of Defense (in context)
ASD(C) Assistant Secretary of Defense (Comptroller)
ASD(P&L) Assistant Secretary of Defense (Production and Logistics)
ASD(ISA) Assistant Secretary of Defense (International Security Affairs)

i B
BO, Back Order (Supply), Blanket Order (FMS Case)

C

CAD/PAD Cartridge Actuated Devicesi•opelant Actinaed Devices
CAS Contract Administrative Services, or Cost Accounting Standard (in context)
CBL Commercial Bill of Lading
CC Customer-Within-Country (Transportation Code)
CCBL Collect Commercial Bill of Lading
CENTCOM US Central Command (MacDill AFB FL)
CETS Contractor Engineering Technical Services
CFS Contract Field Services
CIA Central Intelligence Agency
CICA Competition in Contracting Act
CISIL Centralized Integrated System International Logistics (US Army)
CLSSA Cooperative Logistics Supply Support Arrangements
CMS Contractor Maintenance Services
CNAD Conference of National Armament Directors
CNO Chief of Naval Operations
CO Contracting Officer
COCOM Coordinating Committee of the Consultative Group
COCP Customer Order Control Point (US Army)
COE Corps of Engineers (US Army)
COMSEC Communications Security Equipment
CONUS Continental United States
COPAD Contractor Operated Parts Depot (DLA nonstandard items)
CPD Congressional Presentation Document
CRA Continuing Resolution Authority
CSP Concurrent (initial) Spare Parts
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SD

DAAS Defense Automatic Addressing System
DAASO Defeme Automatic Addressing System Office
DAO Defense Atache Office
DATF DefenseAunche
DBOF Defeme Business Opemtidom Fund
DCA Defense Cooperation in Armamrets or Defense Commuicatons Agency (in context)
DCAA Defeme Contract Audit Agency
DCASR Defeme Contracti Iininstration Services Region
DCM Deputy Chief of Mission (US Embassy)
DCS Deputy Chief of Staff
DDN Defense Data Netwodc
DEA Data Exchange Agrmaent
DepSecD Deputy Secretary of Defeme
DFAS Defense Fmance and Accounting Sevice
DFAS-DE/I Defense Finance and Accounting Service-Denver Center/SAAC
DFARS Defense Federal Acquisition Regulation Supplement
DIA Defnse Intelligence Agency
DICA Defense Industrial Cooperation Agreement
DIC Document Identifier Code or Defense Industrial Cooperation (in context)
DIPS Defense Integrated Financial System
DIS Defense Investigative Services
DISAM Defense Institute of Security Assistance Management
DLA Defense Logistics Agency
DLIELC Defense Language Institute English Language Center
DLSC Defeme Logistics Services Center
DLSSO Defense Logistics Standards Systems Office
DMA Defense Mapping Agency
DO Defined Order (OMS Case)
DoD) Department of Defense
DoDAADS Department of Defene Activity Address Directory System
DoDAC Departmet of Defeme Address Code
DoDD DOD Directive
DoDI DOD Insmtruction
DoDIG DOD Inspector General
DoDISS Department of Defense Index of Specifications and Standards
DoE Department of Energy
DoS Department of State
DRMO Defense Reilization Marketing Office
DRMS Defense Reutilization Marketing Service
DSAA Defeme Security Assistance Agency
DSARC Defense Systems Acquisition Review Council
DSB Defense Science Board
DSC Defease Supply Center, Delivery Source Code
DSN Defense Switched Network
DT&E Development, Test, and Evaluation
DTC Delivery Term Code
DTS Defense Transportation System
DTSA Defense Technology Security Administration
DU Dependa Undertaking
DUSD(IP) Deputy Under Secretary of Defense (Industrial and Intenational Programs)

E

EA Expenditure Authority
EAA Export Administration Act
ECL English Comprehension Level
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ECP Engineering Change Proposal
EDA Excess Defense Articles
EDD Esmated Delivery Date
ELT Engli Language Trai
EOQ EcnmcOrder Quantity
ESF Economic Support Fund
ETSS Extended Trmining Service Spe ist
EUCOM US European Command
EXA Execution or Implementing Agency

FAA ForeiP Assistance Act of 1961, as amended or Feder Aviation Ackinistrafion,
(in context)

FAD Force Activity Designator
FAO Foreign Area Offic (US Army) or Finance mad Accounting Officer
FAR Federal Acquisition Regulation
FAS Free Alongside Ship
FAST LINE FMS Acquisition Services Team Line (USN nonstandard item support process)
FAW Finacial Analysis Worksheet (SDAF)
FFB Federal Fiancing Bank
FLO Foreign Liaison Office (located within CONUS)
FMF/FMFP Foreign Military Fnancing#M Program
FMCS Foreign Military Construction Sales
FMR Fimancial Management Regulation (DoD 7000.14-R, Volume 15)
FMS Foeign Military Sales
FMSMP FMS Management Plan
FMSO Fleet Material Support Office or Foreign Military Sales Order (in context)
FMSO I Foreign Military Sales Order Stock Level Sales Case
FMSO U1 Forign Military Sales Order Requibsoro Asumption Sales Case
FMT Foreign Military Trainee
"FMTMIS Foreign Military Training Management Information System (US Navy)
FOB Free On Bowd
POIA Freedom of Information Act
FORDTIS Foreign Disclosure and Technical Information System
FRB F ideral Reserve Bank
FSC Federal Supply Classification
FSG Federal Supply Group
FSL Foreign Service Local (embassy employee)
FSO Foreign Service Officer (Department of State)
FST Field Service Team
FrO Foreign Train Officer (US)
FTS Field Training Service
FY Fiscal Year
FYDP Five Year Defense Program or Fiscal Year Defense Program

[ , G

G&A General and Administrative (costs)
GA Orwt Aid
GAO General Accountin Office
GAFF Gener Agreement of Twiffs mad Trade
GBL Government Bill of Lading
GFE Government Furnished Equipment
GFM Government Furnished Materiel
GRL Gross Requirement List
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GSA General Services Administration
GSE Ground Support Equipment
GSOIA General Security of Information Agreement

HNS Host Nation Support
HPA Head of Procuring Activity

IA Implementing Agency
IAAFA Inter-American Air Fcmces Academy
IAGS Inter-American Geodetic School
ICP Inventory Control Point
IFB Invitation For Bid
IG InsptGcmer
IL International Logistics
ILCS International Logistics Communicatim System
ULS Integrated Logistics Support or Instrument Landing System (in context)
IM ItenInventory Manager
IMET International Military Education and Training
IMs International Military Student
IMSO International Military Student Office(r)/Nocommissioned Officer
IMT International Military Trainee or International Military Training
INC International Narcotics Control
IP Informational Program or Intellectual Property (in context)
IPD Issue Priority Designatr
IPO (Navy) International Programs Office
ISSL Initial Spares Support List (see CSP)
ITAR International Traffic in Arms Regulations
ITO Invitational Travel Order

JCS Joint Chiefs of Staff
JLC Joint Logistics Commanders
iMP Joint Manpower Program
JSAT Joint Security Assistance Training
JTD Joint Table of Distribution
JTR Joint Travel Regulation

K

[None at this time.]

L

LANTCOM US Atlantic Command (see ACOM)
LOA Letter of Offer and Acceptance (synonymous with DD Form 1513)
LOI Letter of Intent
LOR Ltte of Request
LSC Logistics Support Charge
LTD Language Training Detachment

A-4 Change No. 6, 10 May 1994



DOD 5105.38-M

MAAG Military Assistance Advisory GroDW
MAC Military Airlift Command (US Air Forcei)
MAG Military Assistance Group
MAICOM Major Command (US Air Forme)
MANPADS Man-Pon"b~ Air Defame System
MAP Military Assistance Program
MAPAC Military Assistance Progrm Address Code
MAPAD Militay Assistance Pwpgan Address Directory
MASF Military Assistance Services Funded
MASL Military Articles and Services LWSt) (for Material; and Trexning IMET, FMS and NATO)
MCTL Military Critical Technologies Li9
MTBF Mleut Tine Between Failr
WIDE M~jorDefensEqu
MFP` Ma*or~orc program
MFO Multinational Force and Observers
MILDEfPs US Muiltiny Departments
MI.SBEIUS Military Standard Billing System
MIL.SCAP Military Standard Contract Adminsftramo Procedures
MIL-SPEC Military Specification
NMISAMP Military Standasd Tiransportation and Movement Procedures
NMULSIh Militr Standard
MILSTEP Military Supply and Transportation Evaluation Procedures
MILSTRAP Military Standad Transaction Reporting and Accounting Procedures
M]LSTh.IP Military Standard Requisitioning and Issue Procedures
MIPRMiiay -- n - PrhsReut
MIRR Material Inspection and Receiving Report (DD, Form 250)
MIS Management Information System
MISI1L Management Information System International Logistcs (US Navy)
MOA Memorandumn of Agreemnent
MOD Ministry of Defense (International equivalent of US DoD))
MOU Memorandumn of Understanding
MPS military Posta Service
MRI MIISTRIP Routing Identifier
MSC Military Sealift Command (US Navy)
MTMC Military Traffic Management Command (US Army)
"MTF Mobile Training Team
MITR Mean Tume to Repair or Return
MWO Modification Work Order

NAD(S) National Armaments Director(s) or Naval Aviaio Depot (in context)
NAMSA NATO Maintenance and Supply Agency
NAMSO NATO Maintenance and Supply Organization
NATO North Atlantic Treaty Organization
NAVCOCS Navy Case Obligation Control System
NAVFAC Naval Facilities Engineering Command
NAVILCO, Navy Interniaonal Logistics Control Office (Phildelphia Pennsylvania)
NC Nonrecwrfing Cost
NCB National Codification Bureau
NDP-l National Disclosure Policy
NDPC National Disclosure Policy Committee
NICP National Inventory Controil Point (US Army)
NUN National Item Identification Number
NIPARS Nonstandard Item Repair Part and Support, (US Air Force)
NMDL Navy Management Data list
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NSA National Security Agency
NSC Naval Supply Center, or National Security Council (in context)
NSN National Stock Number (replaces FSN)

OA Obligation Authority
our ObaeermTmining
ODC Off= of Defense Cooperation
OJCS Office of the Joint Chiefs of Staff
OJT On-the-Job Training
O&M Oper nandMainlnce
OMA Operations and Mainienance, Army
OMB Office of Mangement uid Budget
OMC Office of Military Cooperation
OP14AV Office of the Chief of Naval Operations
OSD Office of the Secreary of Defense
OSP offshore Procurement
OT Orientation Tour
OPR Office of Primary Responsibility

P

PA Program Authorization
PACAMS Panama Canal Area Military Schools
PACOM US Pacific Command
P&A Price and Availability Data
PC&H/PCH&T Packaging, Crating, & Handling, PC&H and Transportation
PCS Permanent Change of Station
PD Presidential Determination
PDM Programmed Depot Maintenance, or Program Decision Memoranda (in context)
PDO Property Disposal Officer
PIP Product Improvement Program
PKO Peacekeeping Operations
PL Public Law
PLT Procurement Lead Time
PM Bureau of Politico-Military Affairs (Department of State) or Program/Project Manager
PME Professional Military Education
P/N Part Number
POC Point of Contact
POD Port of Debarkation
POE Port of Embarkation
POM Program Objective Memorandum
POMCUS Prepositioned Material Configured to Unit Sets
PPBS Planning, Programming, and Budgeting System

Q
QA Quality Assurance
QAT Quality Assurance Team

QTY Quantity
QRR Quarterly Requisition Report

R

RAD Required Availability Date
R&D Research & Development
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RCN Record Control Number
RCS Report Control Symbol
RIM) Required Delivery Date
RDT&E Research, Development, Test, and Evaluation (Engineering)
RFP Request for Pooposals
RMS Resource Management Systms
ROD Reportof Iiscrepaicy
RSI Rationalization, Standardization, Interopesibility
RSN Record Serial Number

SA Seca*it Assistance,
SAAC Security Assismene Accounlipg Center (part of DlFAS-DEFl)
SAAM Special Assignment Airlift Mission
SAMAS Security Assistanc Manpower Accountng System
SAWIS Security Assistance Management Information System (US Air Force)
SAMM Security Assistance, Management, Manua (DOD 5105.38-M)
SANSeuiyAssaoNewr
SAOSeuiyAsss raiaia w
SAPRWG Security Assistance Program Review Working Group
SAP. Selected Acquisition Report
SATP Security Assistance, Training Program
SDAF Special Defense Acquisition Fund
Sze~f Seserty of Defesue
SecNav Secretary of die Navy
SET Specialized English Training
Sli Special Instructions Inidicator
SMfE Significant Military Equipment
SNAP Simplified Nonstandard Acquisition Pro=es (Army process)
SOCOM US Special Operations Command
SOFA Status of Force Agreement
SOUTHCOM US Southern Command
SPC Strategy and Planning Committee

SIt Standardized Training Listing

TAC Type of Address Code
TAFT Technical Assistance Field Team
TAT Technical Assistance Team
TCN Transportation Control Number
TDP Techinical Data Package
IDY Temporary Duty
ThIALW Tenniation Liability/ IL Worksheet
TLA Travel and Living Allowance
TO Technical Order
TOA Total Obligational Authority or Transportation Operating Agency (in context)
TOR Terns of Reference
TPA Total Package Approach
TRADOC Training and Doctrine Ciommaond (US Army)

UCOM US Unified Command
U/I Unit of Issue
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UMMIPS Uniform Materiel Movement and Issme Priority System
UN United Nations
UND Urgency of Need Designator
U/P Unit Price
USA US Army
USAF US Air Flore
USAMC US Army Maeriel Commnmd
USARSA US Army School of the Amerkas
USASAALA US Army Security Auiswno Agency - LAi America
USASAC US Army Security Affars Command
Usc US Code (as in law)
USCENTCOM US Cent Command
USD(A&T) Under Scmvy of Deense for Acqwsion and Techology
USD(P) US Duckow Pdcy, Under Secrtary of Defense for Policy
USG USGovernment
USMC US Maine Carp
USML US Munitions List
USN US Navy

I ~v

[None at this time]

I ~w

WCN Worksbeet Control Number

I ~x Y Z
[None at this time.]
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APPENDIX B **
GLOSSARY OF SELECTED TERMS

Aepentance Date - The date which appears on the acceptance portion of LOAs and indicates the
calendar date on which a foreign buyer agrees to accept the items and conditions contained in the
FMS offer.

Acceptance. Letter of Offer and - US document by which the USG offers to sell to a foreign
government or international organization defense articles and defense services pursuant to the Arms
Export Control Act, as amended. The LOA lists the items and/or services, estimated costs, the
terms and conditions of sale, and provides for the foreign government's signature to indicate
acceptance. May be referred to as "DD Form 1513," which is now replaced but may remain in
effect for many programs.

Accented LOA (Case) - An FMS offer and acceptance for definitized requirements which has
been signed by the designated representative of the eligible recipient and for which the initial
deposit or other financial arrangements have been completed by the Purchaser.

Accessorial Cost - The value of expenses incidental to issues, sales, and transfers of materiel
which are not included in the standard price or contract cost of materiel; also any expenses
incidental to the performance of services, training, etc. May be commonly referred to by the higher
level generic code "LOO" for all types of accessorial costs.

Accrud.Cs- The financial value of delivered articles and services and incurred costs reported
to SAAC via DD Forms 1517. Incurred costs represent disbursements for which no physical
"deliveries have yet occurred. Examples are: progress payments to contractors, GFM/GFE
provided to contractors, and NC.

Adjustment Renlv Code (ARCI - Code which identifies the type of action being taken in reply
to the FMS customer Report of Discrepancy (ROD). Codes are transmitted to SAAC by the
Implementing Agency in FMS Delivery/Performance Reports. Items with valid ARCs are matched
to the ROD file to create "FKG" reply transactions.

Administrative Agency - The Military Department responsible for the provision of logistical
and administrative support to a DoD element in a foreign country or international organization.

Administrative Cost - The value of costs associated with the administration of FMS. Eypenses
charged directly to the LOA are not included. May be commonly referred to by the generic code
"L6A" for administrative costs.

Amendment. LOA - A contracted scope change to an existing LOA.

Annual Integrated Assessment of Security Assistance (AWASA) - Report submitted
annually by the US Diplomatic Mission which, in addition to an assessment of the host country's
capabilities, contains recommended and projected levels of security assistance, for preparation of
the Congressional Presentation Document, and the annual security assistance budget request.
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Arms Transfers (See also Conventional Arms Transfers) - Defense articles and defense
services, such as arms, ammunition, and implements of war, including components thereof, and
the training, manufacturing licenses, technical assistance and technical data related thereto,
provided by the USG under the FAA, as amended, or the AECA, as amended; other statutory
authority; or directly by commercial firms to foreign countries, foreign private firms, or to
international organizations. [Executive Order No. 10973, as amended, Adninistration of Foreign
Assistance and Related Functions.]

Arms Transfer Management Group (ATMG) - An interagency board, chaired by the Under
Secretary of State for Security Assistance, Science and Technology, which serves to advise the
Secretary of State on matters relating to security assistance program funding levels and arms
transfer policies. [Formerly, Arms Export Control Board (AECB)]

I ~B

Billing Statement - The DD Form 645 Billing Statement represents the official claim for
payment by the USG referred to in the Letter of Offer and Acceptance. It also furnishes an
accounting to the FMS purchaser for all costs incurred on his behalf under each agreement.

Blanket Order LOA - An agreement between a foreign customer and the USG for a specific
category of items or services (including training) with no definitive listing of items or quantities.
The LOA specifies a dollar ceiling against which orders may be placed.

Budg.t . LYear - The fiscal year following the current fiscal year; the subject of new budget
estimates.

Cancelled LOA - An LOA which was not accepted or funded within prescribed time limitations,
or was cancelled by the requesting country or the USG. In the latter case, the USG or purchaser
electing to cancel all (or part) of the LOA prior to delivery of defense articles or performance of
services shall be responsible for all (or associated) termination costs.

Ca= - An LOA which has been accepted by an authorized customer. A contractual sales
agreement between the US and an eligible foreign country or international organization. One FMS
LOA identifier is assigned for the purpose of identification, accounting, and data processing for
each Offer.

Cash in Advance - US dollar currency, check, or other negotiable instrument required
concurrently with the acceptance of a sales Offer.

Cash Sales (DoD') - Involves either "Cash with Acceptance," payment within a reasonable
period not to exceed 120 days after delivery of the rendering of the service, or payments as funds
are required to meet USG liabilities to suppliers under a "Dependable Undertaking." [Sections 21
and 22, AECA]

Cash with Accel~tance - US dollar currency, check, or other negotiable instrument submitted
by the customer concurrent with acceptance of sales offer for the full amount shown as the
estimated total cost on the LOA.

Closed.Cae - An FMS case on which all materiel has been delivered and/or all services have
been performed, all financial transactions, including all collections, have been completed, and the
customer has received a final statement of account.
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Co-Development - A development project to which more than one government contributes
efforts or resources.

Coletion - Receipt in US dollar currencies, checks, or other negotiable instruments from a
customer country to pay for defense articles or services, based on accepted LOAs.

Commerrial Sale - Sale made by US industry directly to a foreign buyer which is not
administered by the DoD through FMS procedures.

Commercial-Type Items - Any items, including those expended or consumed in use which, in
addition to military use, are used and traded in normal civilian enterprise and which are, or can be,
imported or exported through normal international trade channels.

,ommeim•,n - Any communication between a responsible US official and a representative
foreign official (including officials of any international organization or supra-national authority)
which reasonably could be interpreted as being a promise that the US will provide a foreign
government (including international organizations or supra-national authorities) with funds
(including long term credit assignments), goods, services, or information.

Commodity Grouo - A grouping or range of items which possess similar characteristics, have
similar applications, or are susceptible to similar supply management methods.

Commonalfty - A quality that applies to material or systems possessing like and interchangeable
characteristics enabling each to be used or operated and maintained by personnel trained on the
other without additional specialized training, or having interchangeable repair parts or components,
and applying to consumable items interchangeably equivalent without adjustment.

Com9. fifltyt - The characteristics or ability of systems to coexist and function without mutual
interference.

Compnled Ca - A delivered FMS case for which all collections have been completed, but for
which an accounting statement has not been furnished to the Purchaser.

Concurrent Snare Parts (CSP) - Spare parts programed as an initial stockage related to a
major item and normally delivered concurrently with the delivery of the major item.

Congressional Presentation Document (CPD) - The document presented annually to
Congress, describing the proposed Military Assistance and Foreign Military Sales programs, and
related SA programs, for Congressional authorizations and appropriations.

Consolidated Data Renort (CDR) - Report submitted by the US Diplomatic Mission, which
updates the information contained in the previously submitted AIASA, for preparation of the CPD.
The CDR also is known as the CPD update.

Continuing Resolution Authority (CRA) - Authority to obligate funds against the MAP or
IMET, credit financing, or other related appropriation for the new fiscal year under Continuing
Resolution Authority granted by Congress in a Joint Resolution making temporary appropriations
prior to passage of the regular appropriation act.

Contract Field Services (CFS) - Services performed by commercial or industrial companies.
These services provide instruction and training on the installation, operation, and maintenance of
DoD weapons, equipment, and systems.
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Conventional Arms Transfers - The transfer of nonnuclear weapons, aircraft, equipment, and
military services from supplier states to recipient states. The US has viewed arms transfers as a
useful foreign policy instrument to: strengthen collective defense arrangements, maintain regional
military balances, secure US bases, and compensate for the withdrawal of troops. US arms are
transferred by grants, by government-to-government sales under FMS, and by private commercial
sales.

Cooperative Logistics Sunplv Support Arrangements (CLSSA) - Peacetime military
logistics support arrangements designed to provide responsive and continuous supply support at
the depot level for US-made military materiel possessed by foreign countries and international
organizations. The CLSSA is normally the most effective means for providing common repair
parts and secondary item support for equipment of US origin which is in allied and friendly
country inventories. [SAMM, Ch. 7]

Coonerative Logistics Sunnort Arrangement - The combining term for procedural
arrangements (cooperative logistics arrangements) and implementing procedures (supplementary
procedures) which together support, define, or implement cooperative logistics understandings
between the US and a friendly foreign government under peacetime conditions. [JCS Pub 1]

Cooperative Proiejs - Jointly managed arrangements between the US and a NATO member
country (or countries) or a specific non-NATO country (or countries). These projects, which must
be described in a written agreement, provide for the cooperative sharing of the costs of research,
development, testing, evaluation, or joint production (including follow-on support) of specific
defense articles. With NATO member countries, these projects are designed to further the
objectives of standardization, rationalization, and interoperability (RSI). Similar projects with non-
NATO member countries serve to enhance the ongoing multinational effort of the participants to
improve their conventional defense capabilities. Waivers or reduction of FMS charges (e.g., non-
recurring cost recoupment charges, asset use charges and administrative charges are authorized for
such projects since they are not normally implemented through the FMS system [Sec. 27, AECA]

Coonerative Research and Develooment - Any method by which governments cooperate to
make better use of their collective Research and Development resources to include technical
information exchange, harmonizing of requirements, co-development, interdependent R&D, and
agreement on standards.

Coproduction (International) - Method by which items intended for military application are
produced or assembled under the provisions of a cooperative agreement that requires the transfer of
technical information and know-how from one nation to another. [Draft DoDD 2000.9]

Country Liaison Officer (CLO) - An officer or non-commissioned officer (NCO) of a foreign
military establishment selected by his or her government and attached to a MILDEP or DoD agency
for the primary purpose of helping administer trainees from his or her country. For administrative
purposes, the CLO is considered to be in a trainee status.

Country Te.am - Senior members of USG agencies assigned to a US diplomatic mission
overseas, and subject to the direction and supervision of the Chief, US Mission (Ambassador).
Team members coordinate USG political, economic, and military activities and policies in the host
country.

Credet - Transactions approved on a case-by-case basis by the Departments of State, Treasury and
Defense, which allow repayment of military export sales for periods beyond 120 days after
delivery of materiel or performance of service. [Sections 23 and 24, AECA]
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Credit Arrangement - An arrangement with a foreign government under which the US will
advance a stipulated amount of credit for financing an FMS or commercial sale to that government.
[Sections 23 and 24, AECA]

Credit Guaranty - A guaranty to any individual corporation, partnership, or other judicial entity
doing business in the US (excluding USG agencies other than the Federal Financing Bank) against
risks of nonpayment arising out of their financing of credit sales of defense articles and defense
services to eligible countries and international organizations. [Section 24, AECA]

Currentg Jisc Year - The fiscal year (1 October- 30 September) in progress.

Defense Article - Weapon, weapon system, munition, aircraft, vessel, boat, or other implement
of war;, any property, installation, commodity, material, equipment, supply, or goods used for the
purposes of furnishing military assistance or making military sales; any machinery, facility, tool,
material, supply, or other item necessary for the manufacture, production, processing, repair,
servicing, storage, construction, transportation, operation, or use of any other defense article or
any component or part of any article listed above, but shall not include merchant vessels, major
combatant vessels (10 USC 7307), or as defined by the Atomic Energy Act of 1954, as amended
(42 USC 2011), source material, by-product material, special nuclear material, production
facilities, utilization facilities, or atomic weapons or articles involving Restricted Data. [Section
644(d), FAA and Section 47(3), AECA]

Defense Attache Office - A DoD organization assigned to a US diplomatic mission overseas
for the purposes of overt gathering of military information, representing DoD in the conduct of
military liaison activities, and performing as a member of the US country team. Some DAOs have
been designated by the President as responsible for security assistance functions in the host
country.

Defense Automatic Addressing System (DAAS) - DAAS functions as an automated
system for routing logistics data traffic and provides document processing and data information
services. [DoDD 4000.25]

Defense Business Onerations Fund (DBOF) - A working capital fund. (See the FMR) ,

Defense Industrial Cooperation - US activities performed in conjunction with selected
foreign countries, which are intended to stimulate the development of foreign defense industrial
capabilities, particularly in emerging technologies, for the mutual benefit of all participants.

Defense Information - Any document, writing, sketch, photograph, plan, model, specification,
design, prototype, or other recorded or oral information relating to any defense article, defense
service, or major combatant vessel (e.g., DE, SS and above), but shall not include Restricted Data
as defined by the Atomic Energy Act of 1954, as amended, and data removed from the Restricted
Data category under Section 142d of that Act. [Section 644(e) FAA 611

Defense Service - Includes any service, test, inspection, repair, training, publication, or
technical or other assistance, or defense information used for the purpose of furnishing military
assistance but does not include military education and training activities. [Section 644(f), FAA]
For FMS, defense services also include training (AECA Section 47(4)]. For purposes of guidance
within this manual, includes military education and training activities and military design and
construction services.
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Defined Order LOA - These LOAs are characterized by separately identified line items, which
may include individually listed items or dollar value lines for which requisitions (for hardware
lines) are initiated by the IA following LOA acceptance.

Delivered Cam - [See Completed Case]

Delivrzy.ta. Coetive - Constructive: Delivery of materiel to a carrier for transportation to the
consignee, or delivery to a US post office for shipment to the consignee. Actual: Delivery is
evidenced by completed shipping documents or listings of delivery at the US post office. The
delivery of materiel to the customer or the customer's designated freight forwarder at point of
production, testing, or storage at dockside, at staging areas, or at airports. The performance of
services for the Purchaser.

DancndabIe Unsertakine - A firm commitment by the Purchaser to pay the full amount of a
contract for new production or for the performance of defense services which will assure the US
against any loss on such contract and to make funds available in such amounts and at such times as
may be required by the contract, or for any damages and costs that may accrue from the
cancellation of such contract, provided that in the judgment of DoD there is sufficient likelihood
that the Purchaser will have the economic resources to fulfill the commitment. [Section 22, AECA]

Dignated Country Representative - Person(s) duly authorized by a foreign government to
act on behalf of that government to negotiate, commit, sign contractual agreements, or accept
delivery of materiel

Definato'. LOA - A unique three-letter designator assigned by the implementing agency to
each LOA.

Disclosure Authorization - Authorization by appropriate DoD authority which is required prior
to disclosure of classified information to foreign nationals who are cleared by their government to
have access to classified information.

Disnosable MAP Pronertv - MAP property for which no further SA requirement exists,
including MAP property which does not meet the criteria for utilization screening.

DoD Activity Address Directory System (DoDAADS) - Provides data elements,
identification codes, and clear text addresses needed for materiel requisitioning, marking, shipping
document preparation, billing, and similar applications. [DoDD 4000.25]

DoD Direct Credit - Long-term credit which is directly financed from the appropriation or
account available for that purpose. Authority is Section 23 of the Arms Export Control Act, as
amended, or pertinent earlier legislation.

Down Payment - [See Initial Deposit]

Dual Production - The joint production of defense articles in both the US and other countries.
Includes independent productions lines for entire weapon systems, and interdependent production
whereby participants produce components for one another.
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Economic Sunoort Fund - Program by which economic assistance is provided on a loan or
grant basis to selected foreign governments which are of strategic concern to the US. ESF is used
to finance imports of commodities, capital, or technical assistance in accordance with terms of a
bilateral agreement or for budgetary support. This enables recipients to devote more resources to
defense and security purposez without serious economic or political consequences.

Eligible Recipient (FMS) - Any friendly foreign country or international organization
determined by the President to be eligible to purchase defense articles and defense services, unless
otherwise ineligible due to statutory restrictions. [Section 3, AECA]

Eligible Recinient (MAP) - Any foreign country or international organization determined by
the President to be eligible to receive military assistance, unless otherwise ineligible due to
statutory restrictions. [Section 508, FAA]

End Item - A final combination of end products, component parts, or other materiel which is
ready for its intended use; e.g., ship, tank, mobile machine shop, aircraft. [JCS Pub 1]

Eurgfrofll - European nations working together within NATO to make a better coordinated
contribution to the common defense effort and thus strengthen the Alliance.

Extended Training Service Snecialists (ETSS) - DoD military and civilian personnel
technically qualified to provide advice, instruction, and training in the installation, operation, and
maintenance of weapons, equipment, and systems. ETSS are attached to the SAO but are not
listed on the Joint Table of Distribution (JTD). ETSS may be provided for up to one year, unless a
longer period is specifically approved by DSAA.

English Comprehension Level (ECL) Examination - A test of foreign military student
proficiency in English listening and reading. A minimum entry level for each course is set by the
MILDEPs on the basis of course difficulty and hazard factors.

Excess Defense Articles - Defense articles owned by the USG and not procured in anticipation
of military assistance or sales requirements, or pursuant to a military assistance or sales order,
which are in excess of the AFAO and Approved Force Retention Stock of all DoD components at
the time such articles are dropped from inventory by the supplying agency for delivery to countries
or international organizations. [Sec. 644(g), FAA]

U duendable - Supplies which are consumed in use, such as ammunition, paint, fuel, cleaning
and preserving materials, surgical dressing, drugs, medicines, etc., or which lose their identity,
such as spare parts. Sometimes referred to as consumable supplies and material. [JCS Pub 1]

Expenditure Authority (under FMS) - A document or authority from DFAS-DE to the IA
which allows expenditures against obligations previously recorded against an FMS case. The
disbursing activity must ensure that cash is available prior to processing the disbursement.

Exdotura - See Cash Disbursements.

Extended Offer - A new FMS offer for which a reply from the buyer has not been received
within the time limit specified on the letter of offer which is still in effect pending clarification of its
status.
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F

Feasibility Study - Carried out by industry, government agencies, or a combination of both to
determine the feasibility of developing and producing a defense article within available resources.
The study identifies areas of technical risk, recommends characteristics, and gives the optimum
balance between performance, cost, and development time. The study also indicates areas where
advances are likely to be necessary for success. It indicates the means by which the recommended
solution will be achieved, suggests a program for project definition, development, and production
with a preliminary estimate of the costs for these stages.

Federal Financing Bank Financed Sale - Sale of defense articles or services financed by
credit supplied by the Federal Financing Bank. The sale may be made by DoD or directly by US
industry. US industry sales are subject to DoD approval.

Field Training Services or FTS - Engineering and technical services or contract field
services.

Financing. TyRe of - The method by which the USG is authorized to sell defense articles and
services under the AECA (e.g., cash with acceptance, dependable undertaking, credit). The type
of financing is reflected through entry of the proper term(s) of sale on the LOA.

Five-Year Defense Program or FYDP - The program summarizing the SECDEF's plans and
programs for DoD.

Foreign Affairs Administrative Supnort or FAAS - Provides, on a reimbursable basis at
the Washington level, administrative services to USG offices, including SAOs, located overseas.
Services are provided by FAAS personnel of DoS, including: personnel, budget and fiscal, general
services, communications, security and guard, and management. The specific services required
are the basis of an agreement between State and the requesting agency. Charges are based on the
amount of service received with each agency, including State, paying its share.

Foreign Liaison Officer or FLO - An official representative, either military or civilian, of a
foreign government or international organization stationed in the US normally for the purpose of
managing or monitoring SA programs.

Foreign Military Sales or FMS - That portion of US security assistance authorized by the
AECA, as amended, and conducted on the basis of formal contracts or agreements between the
USG and an authorized recipient government or international organization. FMS includes
government-to-government sale of defense articles or defense services, from DoD stocks or
through purchase under DoD-managed contracts, regardless of the source of financing.

Foreign Military Sales Order I or FMSO I - Provides for pipeline capitalization of a
CLSSA, which consists of stocks on hand and on order by which the participating country buys
equity in the US supply system. Even though stocks are not moved to a foreign country, delivery
(equity) takes place when the country pays for the LOA.

Foreign Military Sales Order II or FMSO II - Provides for replenishment of withdrawals
of consumption-type items from the DoD supply system to include applicable charges.

Foreign Military Trainees or FMT - Foreign military and associated civilian defense
personnel receiving training under FMS or IMET, also referred to as International Military
Students (IMS).
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Foreign Training Officer or FTO - The US military officer or federal civilian employee
named to coordinate and monitor the local foreign training program. The FTO provides required
administrative support for foreign students at the training installation or activity level, and plans,
coordinates and implements the DoD Informational Program (IP), also referred to as the IMS
Officer (IMSO).

Formal Training - Training (including special training) in an officially designated course,
administered according to an approved program of instruction. This training generally leads to a
specific skill in a certain military occupational specialty.

iG

Generic Code - Represents the type of materiel or services according to budget activity or project
account classification.

Grant AM - Assistance rendered under authority of the FAA for which the US receives no dollar
reimbursement. Currently consists of MAP and IMET. Also see Military Assistance Program.

H

Host Nation Sunoort - Civil and military assistance provided by host nations to allied forces
and organizations in peace, transition to war, and wartime.

[•uImaRiJgahk - The right to be free from governmental violations of the integrity of the person;
the right to the fulfillment of such vital needs as food, shelter, health care, and education; and the
right to enjoy civil and political liberties.

I I

Identifier. LOA - A unique identifier assigned to an LOA for the purpose of identification,
accounting, and data processing of each accepted Offer. The identifier consists of the country
code, implementing agency code, and the LOA designator.

IMEL rder - Document issued by DSAA to authorize the MILDEPs to expend funds for IMET

funded training including English language equipment and materiel.

Implementation Date - Date on which FMS case supply action is first authorized.

Implementing Agency - The DoD Component responsible for the execution of grant or FMS
Programs.

Informational Program or IP - Provides for foreign students, information pertaining to the
United States; its social, cultural, and political institutions; and its people and their ways of life. It
further increases foreign students' awareness of US commitment to basic principles of
internationally-recognized human rights.

Interchangeabilitv - Two or more items possess such functional and physical characteristics as
to be equivalent in performance, fit and durability, and either is capable of being - seL without
alteration of the items or of adjoining items, except for adjustment.
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Ineia LD.M.it, - Money furnished to the USG for the credit of the Treasurer of the United States
at the time of acceptance of an LOA or Amendment

Interfund Billing System or IBS - Under IBS, the selling activity will credit the appro-
priation or fund which owns the materiel or finances the accessorial charges at the time of billing
the ordering activity and charge the funds of the ordering activity. IBS normally encompasses
supply system sales and purchases of materiel, including perishable subsistence, bulk petroleum,
oil, lubricants, and into-plane aviation fuels issues. Reimbursable sales will be billed at the time
items are dropped from inventory except that billings for sales under FMS and MAP will be based
on constructive delivery. [DoDI 7420.12]

International Loi'stics - The negotiating, planning, and implementation of supporting logistics
arrangements between nations, their forces, and agencies. It includes furnishing logistic support
(major end items, materiel, or services) to, or receiving logistic support from, one or more friendly
foreign governments, international organizations, or military forces, with or without
reimbursement. It also includes planning and actions related to the intermeshing of a significant
element, activity, or component of the military logistics systems or procedures of the US with
those of one or more foreign governments, international organizations, or military forces on a
temporary or permanent basis. It includes planning and actions related to the utilization of US
logistics, policies, systems, or procedures to meet requirements of foreign governments,
international organizations, or forces. [JCS Pub. 1 ]

International Military Education and Training Program - Provides training to selected
foreign military and defense associated civilian personnel on a grant basis. IMET is authorized by
the Foreign Assistance Act of 1961, as amended.

International Traffic in Arms Regulation or ITAR - A document prepared by the Bureau
of Politico-Military Affairs, Department of State, providing licensing and regulatory provisions for
the export of defense, articles, technical data and services. The ITAR also contains the US
Munitions List. (22 CFR 120-130).

Invitational Travel Orders or ITOs - A written authorization for foreign personnel to travel
to, from, and between US activities for training under a funded IMET or FMS program.

I ~JI

Joint Security Assistance MemorandumL - A Joint Strategic Planning System document
providing US military views on alternate funding levels projected for US financed SA program
elements. The JSAM is based on individual US Diplomatic Mission and SAO submissions of the
AIASA and the JSPD/SA, as well as Unified Command comments on both.

Joint Strategic Planning Document - This document contains a comprehensive appraisal of
the military threat to the US, a statement of recommended military strategy to attain the objectives,
and a summary of the JCS planning force levels that could execute, with reasonable assurance, the
military strategy. It will incorporate an initial appraisal of the risk associated with programed force
levels and recommendations for changes in the prior consolidated guidance.

Joint Strategic Planning Document Sunnorting Analysis (ISPDSA) - That part of the
JSPD which is submitted by the SAO to address planning within a specific country.
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I ~L

Language Trainine Detachment - DLIELC personnel with duty in a foreign country or in
CONUS on military installations, away from the Center. They serve as consultants or instructors
in English as a foreign language.

L&= - An agreement for temporary transfer, with or without a rental charge, of the right of
possession and use of a defense article to an FMS eligible foreign government or international
organization, with the transferee agreeing to maintain, protect, repair, or restore the article, under
authority of Chap 6, AECA.

Letter of Offer and Accentance or LOA - See Acceptance, Letter of Offer and.

Letter of Reauest or LOR - A written message or letter request from eligible FMS participants
for the purchase of defense articles or services.

License. Exclusive: Non-Exclusive - A license covering a patent, technical or proprietary
data, technical assistance, know-how, or any combination of these, granted by a US firm to a
foreign firm or government to produce, co-produce, or sell a defense article or service within a
given sales territory without competition from any other licenses or from the licensor. A non-
exclusive license is a license as described above, except that competition may be permitted with
other licensees or the licensor.

Licensed Production - Production based on agreements by US commercial firms with
international organizations, foreign governments, or foreign commercial firms. Sale, under FMS,
of a TDP for production purposes also results in licensed production.

Living Allowance - Authorized allowance paid to a foreign student while in IMET training.

L=an - An agreement for temporary transfer of the right of possession and use of a defense article
not acquired with military assistance funds to a foreign government or international organization, at
no rental charge to the transferee, with the transferor US Military Department being reimbursed
from MAP funds, under authority of FAA Section 503.

Logistics Sunnort Charge or LSC - A charge based on the AECA requirement for full cost
recovery. The LSC is intended to recover the cost of support involved in providing the spares and
other items required to maintain a weapon system,. It is applied by DFAS-DE to delivery costs for
those lines in FMS cases which have been identified as support lines based on the generic code.

Major Defense Eauinment - Any item of significant military equipment on the USML having a
nonrecurring research and development cost of more than $50 million or a total production cost of
more than $200 million.

Major Item Line - A program line for which the requirem..nt is expressed in quantity and in
dollars. These lines are identified in the MASL by a unit of issue other than dollars (XX).

MAP Oder - Document formerly issued by DSAA to authorize and direct the delivery of defense
articles or services to designated recipients. MAP orders were issued for approved and funded
MAP and IMET articles and services (e.g., materiel, training, construction, supply operations,
administrative expenses).
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Memorandum of Understanding - A written understanding between governments or
international agencies setting forth the terms under which they will cooperate in the performance of
certain work such as research, development, production, or utilization. The MOU usually sets
down, in broad terms, the objectives of the program, the work to be performed by each participant
and its financing, the rights to technical data and patents to be acquired, and other elements
concerned with the performance of the program.

Military Articles and Services List or MASL - Catalog of materiel, services and training
used in the planning and programing of MAP, IMET, and FMS. Separate MASLs are maintained
for IMET and FMS training to disseminate course availability, price, and duration.

Military Assistance Program or MAP - That portion of the US SA authorized by the FAA of
1961, as amended, which provides defense articles and services to recipients on a nonreimbursable
(grant) basis. [JCS Pub 1] Also see Grant Aid.

Meilitary Assistance Program Address Directory or MAPAD - See DoD Activity Address
Directory System.

Military Civic Action - The use of preponderantly indigenous military forces on projects useful
to the local population at all levels in education, training, public works, agriculture, transportation,
communications, health, sanitation, and other areas contributing to economic and social
development, which also improve the standing of the local military forces with the population.

M•ilitary Exoort Sales - Sales of defense articles and services made from US sources to foreign
governments, foreign private firms, and international organizations, whether made by DoD or by
US industry. Such sales fall into two major categories: Foreign Military Sales and Commercial
Sales.

Military Standard Billing System or MILSBILLS - Provides data elements and codes,
standard mechanized procedures and formats to be used by DoD components for billing,
collecting, and related accounting for sales from stock, including direct deliveries. The mechanized
procedures apply to MAP and FMS as outlined in DoDI 7420.12 (regarding Interfund Billing
System). [DoDD 4000.25]

Military Standard Contract Administration Procedures or MILSCAP - Provides
uniform procedures, rules, formats, time standards, and standard data elements and codes for the
interchange of contract-related information between and among DoD components and contractors.
[DoDD 4000.25]

Military Standard Requisitioning and Issue Procedures or MILSTRIP - A uniform
DoD procedure to govern requisition and issue of materiel within standardized priorities.- [JCS
Pub 1]

Military Standard Transaction Reporting and Accounting Procedures or
MILSIRAP - prescribes uniform procedures, data elements, codes, documents, and time
standards for the flow of inventory accounting information pertaining to receipt issue and
adjustment actions between inventory control points, stock control activities, storage sites, and
posts or bases. [DoDD 4000.25]

Military Standard Transportation and Movement Procedures or MILSTAMP -

Standard transportation data, documentation, and control procedures applicable to cargo
movements in the DoD transportation system. [JCS Pub I ]
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Military Sunnly and Transportation Evaluation Procedures or MILSTEP - provides a
standard method for the preparation and collection of basic data necessary to mevsure supply
system performance and transportation effectiveness. [DoDD 4000.25]

MisAion Analysis - A process to determine the operational capabilities of military forces that are
required to carry out assigned missions, roles, and tasks in the face of the existing or postulated
threat with an acceptable degree of risk. Having ascertained the military forces required, a
comparative assessment is made between those available and those required in order to identify the
qualitative and quantitative deficiencies that may be related to the element of risk involved.

MaeonArea- A mission area is a grouping of military activities by mission-related functions.

Miaaian Need - A statement based on a mission analysis identifying in broad outline a
quantitative or qualitative operational deficiency that cannot be solved satisfactorily with existing or
planned forces or equipment.

Mobile Training Team or MTT - Team of US DoD personnel on temporary duty in a foreign
country for the purpose of training foreign personnel in the operation, maintenance, or support of
defense equipment, as well as training for general military operations.. MTTs may be funded from
either FMS or IMET Programs. [AFM 50-29]

Modification. LOA - An administrative or price change to an existing LOA, without revising the
scope.

Munitions List - The USML is an enumeration of defense articles and defense services
published in the ITAR (22 CFR 121).

I ~N

NDP-I or National Policy and Procedures for the Disclosure of Classified
Military Information to Foreign Governments and International Organizations (U)
fShort Title: National Disclosure Policy - National policy, including disclosure criteria and
limitations, definitions of terms, release arrangements, and other guidance required to release
classified US military information to foreign governments and international organizations.
Provides for interagency procedures for implementation of that policy.

Obligational Authority or OA - Under FMS, authority in DD Form 2060 format for a given
FMS case, passed from DFAS-DE to the IA which allows obligations to be incurred against a
country's Trust Fund in an amount not to exceed the value of the OA.

Qbiea - Dollar values of orders placed, contracts awarded, services received, and similar
transactions during a given period requiring future payment of money. Such amounts include
payments for which obligations previously have not been recorded, and adjustments for
differences between obligations previously recorded and actual payments to liquidate those
obligations.

Observer Training - Special training conducted to permit foreign students to observe US
military techniques and procedures.

Offer Date - The date which appears on the offer portion of LOAs and which indicates the date
on which an FMS offer is made to a foreign buyer.
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On-the-job Training or OHT - Training devoted to the practical application of a previously
achieved skill.

Onen Sales Case - An FMS case is designated open as long as any portion of the transaction is
incomplete; i.e., delivery of materiel, performance of services, financial transactions, or rendering
of the final statement of accounts.

Onen Sales Offer - An FMS offer made to a foreign buyer which is pending acceptance.

Operation and Maintenance. or O&M, Costs - Costs associated with equipment, supplies,
and services required to train, operate, and maintain forces in a recipient country, including cost of
spare parts other than concurrent spares and initial stockages, ammunition and missiles used in
training or replacements for such items expended in training or operations, rebuild and overhaul
costs (excluding modernization) of equipment subsequent to initial issue, training and other
services that do not constitute investment costs, and administrative costs associated with overall
program management and administration.

Orientation Tours - Tours arranged for key foreign personnel for the purpose of orientation and
indoctrination.

Paramilitarl Forces - Forces or groups which are distinct from the regular armed forces of any
country, but resembling them in organization, equipment, training, or mission.

Pizelon - That portion of (a) approved and funded MAP articles and services, and (b) accepted
FMS orders for defense articles and services, for which delivery, either constructive or actual, has
not occurred, or services have not been rendered.

Planning. Programing. and Budgeting System - An integrated system for the
establishment, maintenance, and revision of the FYDP and the DoD budget

Price and Availability, or P&A. Data - Prepared by the MILDEPs, DSAA, and other DoD
components in response to a foreign government request for preliminary data for the possible
purchase of a defense article or service. P&A data are not considered valid for the preparation of
an LOA. Furnishing of this data does not constitute a commitment for the USG to offer for sale
the articles and services for which the data are provided.

Program Decision Memorandum - A document which provides SECDEF decisions on the
POM and the Joint Program Assessment Memorandum (JPAM).

Progress Payments - Payments to contractors or DBOF activities as work progresses under a
contract, on the basis of cost incurred or percentage of completion, or of a particular stage of
completion, accomplished prior to actual delivery and acceptance of contract items.

Reallmroriation - Process whereby Grant Aid funds, which at the end of the fiscal year are not
reserved or obligated, are made available by the Congress for use in the subsequent fiscal year.

Reciprocal Defense Procurement. Procurement actions which are implemented under MOUs
between the US and participating nations whereby the participants agree to effect complementary
acquisitions of defense articles from each other's country.
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Reeord Serial Number or RSN - A line item indicator on the LOA which is perpetuated in the
DD Form 645 billing document.

Sw - Adjustments or cancellations of outstanding MAP orders in prior year program
accounts which generate additional funds for current year operations.

Redistributable MAP Property - MAP property which has been declared by the recipient to
the US as no longer needed for the purposes for which furnished.

Reimuirsemnents - Funds realized from the sale of MAP-owned property, such funds being
deposited to MAP accounts and available for programing.

Repair and Replace - Procedure whereby CLSSA customers return repairable carcasses to the
US and receive a serviceable replacement without awaiting the normal repair cycle timeframe.
Replacement involves an exchange of a customer-owned unserviceable item with a serviceable
customer-owned item held by the US. Countries are initially charged the estimated repair cost,
with adjustment to the actual repair cost upon completion of repair of the unserviceable item.

Renair and Return - Procedure by which eligible foreign countries return unserviceable
repairable items for entry into the US MILDEP repair cycle. Upon completion of repairs, the same
item is returned to the country and the actual cost of the repair is billed to the country.

Security Assistance Organization/Office - The generic term SAO encompasses all DoD
elements, regardless of actual title, located in a foreign country with assigned responsibilities for
carrying out security assistance management functions.

Security Assistance - Group of programs authorized by the FAA of 1961, as amended, and the
AECA as amended, or other related statutes by which the US provides defense articles, military
training, and other defense related services, by grant, credit, or cash sales, in furtherance of
national policies and objectives. [JCS Pub 1]

Significant Military Equinment or SME - Those defense articles and services on the USML
in the ITAR which are preceded by an asterisk. SME are articles which require special-export
controls because of their capacity for substantial utility in the conduct of military operations.

Soecialized English Terminology - Instruction conducted at DLIELC for FMTs who have
attained the required ECL to develop vocabulary skills for entry into both hazardous and highly
technical courses.

STANAG or Standardization Agreement - The record of an agreement among nations to
adopt like or similar military equipment, ammunition, supplies and stores; and operational,
logistics, and administrative procedures. National acceptance of a NATO allied publication issued
by the Military Agency for Standardization may be recorded as a Standardization Agreement.

I ~T

Teaming rangment - A agreement of two or more firms to form a joint venture to act as a
potential prime contractor, or an agreement by a potential prime contractor to act as a subcontractor
under a specified acquisition program; or an agreement for a joint proposal resulting from a normal
prime contractor-subcontractor, licensee-licensor, or leader company relationship.
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Technical Assistance Field Team or TAFT - Team of DoD personnel deployed under FMS
on PCS status, normally for one year or longer, to a foreign country to train local defense cadre
personnel to operate, maintain, and employ defense equipment, and in other non-equipment
specific military skls.

Technical Assistance Team or TAT - Team of DoD personnel deployed to a foreign country
on TDY status to place into operation, maintain, and repair equipment provided under FMS or
MAP programs.

Technical Data - Recorded information, regardless of form or characteristic, of a scientific or
technical nature. Examples of technical data include research and engineering drawings and
associated lists, specifications, standards, process sheets, manuals, technical reports, catalog item
identifications, and related information and computer software documentation.

Technical Data Package or TDP - The most prominent category of technical data is described
as a TDP. The TDP normally includes technical design and manufacturing information to enable
the construction or manufacture of a defense item component, or to enable the performance of
certain maintenance or production processes. It may include blueprints, drawings, plans, or
instructions that can be used or adapted for use in the design, production, manufacture, or
maintenance of defense items or technology.

Test Control Officer or TCO - US military or civilian personnel designated to administer,
supervise, and control ECL testing and test materials. Must be a US citizen, not a foreign national
"local hire" civilian or foreign military officer or NCO.

Total Package Anproach - A means of ensuring that FMS customers are given the chance to
plan for and obtain needed support items, training, and services required to introduce and sustain
the operation of major items of equipment.

Training (FMS) - Formal or informal instruction of foreign students in the US or overseas by
officers or employees of the US, contract technicians, contractors (including instruction at civilian
institutions), or by correspondence courses, technical, educational or information publications and
media of all kinds, training aid, orientation, training exercise, and military advice to foreign
military units and forces. [Sec. 47(5), AECA] Also see IMET.

Travel and Living Allowance or TLA - Those costs associated with transportation, excess
baggage, and living allowance (per diem) of students which are authorized for payment under
IMET.

Trust Fund (FMS) - A fund credited with receipts which are earmarked by law and held in
trust, or a fiduciary capacity by the USG for use in carrying out specific purposes and programs in
accordance with an agreement.

Value -

Under Section 644(m), FAA:

(1) With respect to an EDA, the actual value of the article plus the gross cost incurred by the
USG in repairing, rehabilitating, or modifying the article, except that for purposes of
Section 632(d) such actual value shall not be taken into account:
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(a) For major items the pricing guidance contained in DoD Instruction 7290.2 may be
used to determine the value of EDA.

(b) For secondary items the inventory standard stock price is to be used.
(2) With respect to a non-EDA delivered from inventory to foreign countries or international

organizations under this Act, the acquisition cost to the United States Government,
adjusted as appropriate for condition and market value.

(3) With respect to a non-EDA delivered from new procurement to foreign countries or
international organizations under this Act, the contract or production costs of such
article, and;

(4) With respect to a defense service, the cost to the USG of such service.
(5) With respect to IMET, the additional costs incurred by the USG in furnishing such

assistance.

Under Section 47(2), AECA:

"Value" means, in the case of an excess defense article, not less than the greater of: (1) the
gross cost incurred by the USG in repairing, rehabilitating, or modifying such articles, plus the
scrap value; or (2) the market value, if ascertainable.

Weagon System Life Cycle Cost - The period divided into phases, ranging from the first
consideration of the need for a weapon system through the development and in-service stages
down to phase-out and disposal.
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APPENDIX C

DoD DIRECTIVES, INSTRUCTIONS, AND MANUALS

The following is a list of DoD directives, instructions, and manuals pertaining to the security

assistance program.

DoD Federal Acquisition Regulation Supplement

DoD Directive 11302 - Management and Control of Engineering and Technical Services

DoD Directive 1315.7 - Military Personnel Assignments

DoD Directive 1400.6 - Civilian Employees in Overseas Areas

DoD Instruction 1400.10 - Employment of Foreign Nationals in Foreign Areas

DoD Instruction 1400.11 - Payments to Civilian Employees and Their Dependents During an
Evacuation

DoD Instruction 2000.8 - Cooperative Logistics Supply Support Arrangements

DoD Directive 2000.9 - International Co-Production Projects and Agreements Between the US and
Other Countries or International Organizations

DoD Directive 2010.1 - Support of International Military Activities

DoD Directive 2010.5 - DoD Participation in the NATO Infrastructure Program

DoD Directive 2010.6 - Standardization and Interoperability of Weapon Systems and Equipment
Within the North Atlantic Treaty Organization

DoD Directive 2010.8 - Department of Defense Policy for NATO Logistics

DoD Directive 2010.9 - Mutual Logistics Support Between the United States and Other NATO
Forces

DoD Instruction 2010.10 - Mutual Logistics Support Between the United States and Other NATO
Forces -Financial Policy

DoD Instruction 2030.6 - Implementing Procedures for Security Trade Controls on Sales for •
Foreign Excess Personal Property

DoD Instruction 2045.2 - Agreements with Australia and Canada for Qualification of Products of
Non-Resident Manufacturers

DoD Directive 2055.3 - Manning of Security Assistance Organizations and Selection and Training
of Security Assistance Personnel

DoD Instruction 2110.32 - Foreign Military Sales Between the United States and the Federal
Republic of Germany
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DoD Directive 2140.2 - Recoupment of Nonrecurring Costs on Sales of USG Products and
Technology

DoD Directive 2140.5 - Defense Institute of Security Assistance Management

DoD Directive 400025-8-M - Military Assistance Program Address Directory

DoD Directive 4100.37 - Retention and Transfer of Materiel Assets

DoD Directive 4140.17-M - Military Standard Requisitioning and Issue Procedures (MISITRIP)

DoD Instruction 4140.42 - Determination of Initial Requirements for Secondary Item Spare and
Repair Parts

DoD Instruction 4155.19 - NATO Quality Assurance

DoD Directive 4160.21 - DoD Personal Property Utilization Disposal Program

DoD Directive 4160.21-M - Defense Reutilization and Marketing Manual *

DoD Directive 4160.21-M-1 - Defense Demilitarization Manual *

DoD Directive 4165.6 - Real Property Acquisition, Management, and Disposal

DoD Directive 4175.1 - Sale of Government-Furnished Equipment or Materiel and Services to US
Cmpanies for Commercial Faport

DoD Directive 4410.6 - Uniform Material Movement and Issue Priority System (UMMIPS)

DoD Directive 4500.9 - Transportation and Traffic Management

DoD Directive 5000.1 - Major and Non-Major Defense Acquisition Programs

DoD Directive 5000.2 - Defense Acquisition Program Procedures

DoD Directive 5000.7 - Official Temporary Duty Travel Abroad

DoD Instruction 5000.33 - Uniform BudgetlCost Terms and Definitions

DoD Directive 5000.35 - Defense Acquisition Regulatory System

DoD Instruction 5010.12 - Defense Technical Data Management Program

DoD Directive 5030.14- Disclosure of Atomic Information to Foreign Governments and Regional
Defense Organizations

DoD Directive 5100.2 - Support of Headquarters of Unified, Specified, or Subordinate Joint
Commands

DoD Directive 5100.55 - United States Security Authority for NATO Affairs

DoD Directive 5105.36 - Defense Contract Audit Agency

DoD Directive 5105.38 - Defense Security Assistance Agency
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DoD Directive 5105.40 - Defense Mapping Agency (DMA)

DoD Directive 5123.3 - DoD Policy and Responsibilities Related to International Security
Assistance (ISA)

DoD Directive 5128.1 - Assistant Secretary of Defense (Production and Logistics)

DoD Directive 5132.2 - Assistant Secretary of Defense (International Security Affairs)

DoD Directive 5132.3 - Department of Defense Policies and Responsibilities Relating to Security
Assistance

DoD Directive 5132.11 - Security Assistance Accounting Center

DoD Directive 5160.41 - Defense Language Program

DoD Directive 5200.12 - Conduct of Classified Meetings

DoD Industrial Security Manual 5220.22-M - Industrial Security Manual for Safeguarding
Classified Information

DoD Directive 5230.11 - Disclosure of Classified Military Information to Foreign Governments
and International Organizations

DoD Instruction 5230.17 - Procedures for Disclosure of Classified Military Information to Foreign

Governments and International Organizations

DoD Instruction 5230.20 - Control of Foreign Representatives

DoD Directive 5410.17 - Informational Program for Foreign Military Trainees in the United States

DoD Directive 5500.7 - Standards of Conduct

DoD Directive 5530.3 -International Agreements

DoD Directive 7000.14-R - Financial Management Regulation, Volume 15, Security Assistance,
Policy and Procedures

DoD Instruction 7230.7 - User Charges

DoD 7290.3-M - Foreign Military Sales Financial Management Manual

DoD Directive 7460.2 - Regulations Governing the Use of Management Funds
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APPENDIX D

DSAA INFORMATION SYSTEMS DATA ELEMENT DICTIONARY

A. PURPOSE. The purpose of this appendix is to provide the users of the DSAA 1000,
DSAA 1200, and othr DSAA directed computer systems with information about the data elements
used in those systems.

B. D].•,B J• LQ All codes listed in this appendix are used in either of the two systems ,
as processing tools or as a means of segregating and recording essential data pertaining to the
program involved, thereby according a means of retrieving data to satisfy management level
officials.

C. ALPHABETIC LIST OF CODES WIT DENITIONS.

1. Acceptance Date - 1200 System. The date a country representative signs the formal
United States Department of Defense Letter of Offer and Acceptance (LOA), DD Form 1513. It
indicates the calendar date on which a foreign buyer agrees to accept the terms and conditions
contained in the offer portion of the LOA. This date is expressed. in a year, month, and day
(YYMMDD) format.

2. Acceptance Fiscal Year/Ouarter- 1200 System. A three digit numeric code contained in
the data base and generated from the Acceptance Date of the case (e.g., 794 is generated for the
fourth quarter of fiscal year 1979).

3. Action Code - 1000 System. A single digit alpha code used in conjunction with the
updating of the master program file. MILDEPs are furnished advice on program changes
originating within their respective agency based on this code. It advises the program originator of
exactly what action was taken by DSAA on the input submitted to update the master program file.
The action code is used in the ADP feedback and is reflected in column 7 of cards, card images,
and printed detail listings. The feedback procedure provides input error, program feedback
listings, and cards or card images reflecting errors in input and the action taken by DSAA on the
program change data. Approved data appears on the MAP and [MET orders and in all MAP/IMET
order cards or card images. The following action code advice is furnished to the MILDEPs
following each update, as applicable. Rejects: Action Code D, G, H, I, M, Q, V, and Y. Disap-
provals: Action Code X only. (For a list of all action codes and their meaning, see Table D-1.)

4. Advance Notification to Congress Date - 1200 Systemn. A six position numeric code
expressed in a YYMMDD format, which reflects the calendar date on which an advance notification
of a potential major foreign military sale or foreign military construction sale is furnished to
Congress.

5. Area Code - All Systems. The area code is a single digit numeric code assigned as
supplemental data in the DSAA data bases for used in selecting and sorting data by geographical
area. Country/Activity codes for each area are shown in Table D-7 of this appendix. Applicable
codes are as follows:

CMening
1 East Asia and Pacific (EAP)
2 Near East and South Asia (NESA)
3 Europe and Canada (EUR)
4 Africa (AFR)
5 American Republics (Latin America ) (AR)
7 Non-Regional (NR)
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6. Availability Reporting Quarter - 1000 System. A single digit numeric code used in
training programs to indicate the quarter in which the student availability reporting date occurs.
Applicable codes are 1 through 4 representing the four quarters of a fiscal year, plus code 5 which
represents the period of 1 October through 30 December of the next fiscal year, thus providing a
"fifth quarter" in which to implement training (under IMET) in a given fiscal year.

7. Cancellation Date - 1200 System. A six position numeric code expressed in a
YYMMDD format, which reflects the calendar date the LOA (or request for LOA) was actually
cancelled.

8. Card CodeL[rasaction J=p.

a. 100 A single digit alpha or numeric code which identifies each card or
card image that can be used in the updating of data in the 1000 system. See Table D-15 for
complete card formats.

Cod Meaning
3 MAP Program addition/amendment transaction (Defense Articles and

Services)
4 Training Program addition/amendment (NET and FMS)
8 MAP Delivery transaction (Defense Articles and Services)
P MAP change transaction (Defense Articles and Services)
Q Training change transaction (NIET and FMS)
R MAP Training program deletion (Defense Articles and Services, IMET,

FMS)

b. Transaction Type -1200 System. A two position code assigned to each card or
card image used in the 1200 System data base. The first digit is a constant "S" (system code) and
is used to distinguish data in the 1200 System from other card or tape data used by DSAA in other
security assistance operations. The second digit is numeric and identifies the type of data being
processed.

C~dc Meaning
S1 Letter of Request Format -- this transaction is used for additions, changes,

and deletions to the data base.
S2 Congressional Transaction Format - this transaction is used for processing

status changes and/or deletions to the Congressional cycle of the data base.
S3 DD Form 1513 Format -- this transaction is used for recording LOAs when

countersigned and for processing changes and/or deletions at the offer,
acceptance, implementation, and closure stage of the LOA cycle.

S4 Implementing Agency Format -- this transaction is used to record pertinent
implementation actions to an accepted case record.

S5 Redesignating Key Format -- this transaction is used to change (convert) a
control field in a previously established record.

S6 Under DOD Preparation Format -- this transaction is used to add/change
data in the system relative to the Congressional cycle portion of the data
base.

S7 Under DOD Preparation Format -- this transaction is used to change data
relative to the Congressional cycle portion of the data base.

c. Military Articles and Services List (MASL) - 1000/1200 System. The following
cards or card images are approved for use when processing data to the MASL data base:

D-2 Change No. 1, 20 October 1989
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Code Mcaning
1 Use to add, change and/or delete a record in the Materiel MASL.
2 Use to add, change and/or delete a record in the training MASLs.
G-0 Trailer cards used in the Materiel MASL to add supplemental data and/or a

brief description to a record

9. LOA Amendment Number - 1200 System. A two position numeric code assigned by
the Implementing Agency (IA) to identify and distinguish between the basic FMS or Foreign
Military Construction (FMCS) LOA and subsequent amendments thereto. All amendment numbers
must fall in the range of 01 through 99.

10. LOA Description - 1200 System. A short tidle specifically prepared for each LOA and *
containing from 15 to 40 characters. In the case of ships, combat vehicles, aircraft, and other
designated major defense equipment (MDE), the description will contain the quantity of the MDE
item in parenthesis. Data entered in this field should be as descriptive as possible. Any special
characters used are restricted to the character set used in the 1200 system.

11. LOA Designator - 1200 System. A unique designation within a single country and **
implementing agency, assigned by the IA to each FMS or FMCS LOA, consisting of a three digit
code to identify a specific offer to a country customer. This designator, assigned upon receipt of
the Letter of Request (LOR), permanently identifies the sale or offer unless deleted jointly by
DSAA and the IA. The first character is always alpha and the second and third characters may be
alpha or numeric (see Table D-16).

12. LOA Establishment Date - 1200 System. A six position numeric code expressed in a ,
YYMMDD format, which reflects the actual date a country customer is notified that FMS or FMCS
LOA is implemented on its behalf. *

13. LOA Identifier - 1200 System. The LOA identifier is a means of identifying an LOA
throughout its existence. It consists of the country code, implementing agency code, LOA
designator, and the amendment number if any.

14. Change Originator Code,

a. 101ISystem. The change originator code identifies the organization originating
a change (add, change, or delete card) to the DSAA master program file. Changes originated by an
overseas Security Assistance Organization (SAO) are required to be submitted through a military
department. The Military Department enters change originator codes A, N, or F, as appropriate,
prior to forwarding the card to DSAA. Approved codes are as follows:

oden n
A Department of the Army
C Coast Guard
F Department of the Air Force
J Department of the Air Force (Headquarters and Foreign Military Training

Affairs Group - IMET)
K Marine Corps
N Department of the Navy
S Defense Security Assistance Agency (DSAA)
U Unified Command

b. .1200 System. Change originator codes identify the organization originating a
change (add, change or delete) in the 1200 system.

D-3 Change No. 4,2 March 1992
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ode Maniag
A Department of the Army
C Department of the Navy (CNO)
F Department of the Air Force
J Department of the Air Force (Hdqtrs)
K Defense Communications Agency
M Department of the Navy (Naval Materiel)
N Naval International Logistics Control Office (NA)VIL )
R Defense Logistics Agency (DLA)
S Defense Security Assistance Agency (DSAA)
U Defense Mapping Agency (DMA)
V Defense Contract Audit Agency (DCAA)
W Defense Advanced Research Projects Agency (DARPA)
Z Defense Nuclear Agency (DNA)

15. Classification Code. An alphabetic code assigned by the cognizant MILDEP or Agency
which designates the Security classification of that particular line item.

C Confidential
D Confidential - classified for national defense purposes
U Unclassified

16. Closure Date - 1200 System. A six position numeric code, reported by SAAC,
expressed in a YYMMDD format, which reflects the calendar date a case was officially closed by
SAAC.

17. Commercial Item - 1000 System. The use of a numeric "l" in column 53 of the
Materiel Card 3 indicates DSAA prior approval of a commercial type item. (See Chapter 11 for
detailed instructions on the programming of commercial type items.)

18. Commitment Code - 1000 System. A single position numeric code used to describe the
U.S. commitment, by type (see definition), for each defense article and defense service program-
med. (For a list of commitment codes with an explanation of each, see Table D-2 of the appendix.)

19. Communications/Ancilla Item/Concurrent Spare Parts Code -- 1000 System, A
single position alpha code used in column 54 of the Program Materiel Card 3 to alert supply
agencies that specific items of communications or other ancillary equipment are not to be shipped
directly to the recipient country/activity, but are to be mounted on or installed in a major piece of
equipment also programmed for the recipient. In addition the code identifies the major items of
equipment which are to have separately programmed CSP and/or communications or ancillary
equipment installed prior to delivery.

C Exolanation
A Communications or other ancillary equipment to be mounted on or installed

in a major piece of equipment prior to shipment of the latter.
M This piece of equipment should have separately programmed communi-

cations or other ancillary equipment installed prior to shipment.
N This piece of equipment should have CSP separately programmed.
P This piece of equipment should have separately programmed CSP, and

communications or other ancillary equipment installed prior to shipment.

20. Completed Line Item Code - 1200 System. An optional alpha code "C" entered in the
item detail data by the implementing agency through the SAAC to indicate that all defense articles
have been delivered and/or all defense services have been performed against the line.

D-4 Change No. 4, 2 March 1992



DOD 5105.38-M

21. Condition Code - 1000 System. An alpha code is entered in column 53 of the materiel
Card 3 to assign condition codes to all items programmed under MAP and available as excess
Defense Articles (EDA). Codes are used to reflect the degree of serviceability, condition, and
completeness in terms of readiness for issue and use. A list of all condition codes is contained in
Table D-3 of the chapter. For non-excess entries, column 53 is used to indicate commercial type
items which are programmed under MAP. (See Commercial Item - 1000 System, above.)

22. Congressional Approval Date - 1200 System. A computer generated six position
numeric code expressed in a YYMMDD format which reflects the final date of the statutory
Congressional review period for a 36(b) case. This date is based on the statutory notification date
that a 36(b) was forwarded to Congress.

23. Congressional Year of Interest - 1200 System. A two position numeric code, generated
by the computer, which reflects the probable fiscal year projected for an FMS or FMCS case
acceptance.

24. Congressional Notification Transmittal Number - 1200 System. A five position alpha-
numeric code assigned by the DSAA and used for tracking notifications sent to the Congress. The
first two characters always represent the fiscal year in which the notification was made. In advance
notifications, the last three positions are alpha characters. In statutory (formal) notifications, the
last three positions are numeric characters.

25. Construction Indicator - 1200 System. A single digit alpha code entered in case
transactions or generated by the computer to identify a Foreign Military Construction Sale, FMCS.

26. Continuing Resolution Authority (CRA) Code - 1000 System. All initial input for
materiel must contain a CRA code. The CRA codes listed below indicate that amount of
"continuing resolution" funds required to preclude disruption of essential activities of a continuing
nature. These codes are used in conjunction with funding priority codes to determine (a) the
program lines to be funded, and (b) the percentage of each line to be funded. All training "each"
lines must contain the code 0 (zero) for program years prior to 78. For IMET beginning with fiscal
year 78 and for subsequent years, this field in the Card 4 is used for requirements priority. (See
Requirements Priority - 1000 System of this appendix.)

CQde Amount Required
0 None
1 10%
2 20%
3 30%
4 40%
5 50%
6 60%
7 70%
8 80%
9 90%
T Total
M Used for prior years
O (alpha) Used for prior years
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27. Control Code - 1000/1200 System. A alphabetic code assigned to all MASL data. All
material MASL records are distinguished by a Code of "K" which is entered in card column 53 of
the card 1 format. All training records contain a code based on the type of training (i.e., IMET,
FMS, FMS/IMET, or FMS-NATO) and the PY.

28. Cost Code - 1000 System. This data element is used in the training detail listing to
provide the total cost of a training program line. An alpha code assigned to each record in the data
base is used to identify program cost categories to provide a general indication as to what part of
each annual program is necessary to operate and maintain the force capability and what part will
increase the force capability. (For a list of applicable codes with explanation of each, see Table D-
4, this appendix.

29. Country/Organization Code - All Systems. See Table 600-1. **

30 Course Title - 1000 System. The abbreviated course title used in the training MASL to
identify the course of instruction, training team, or other training service or item provided by the
Military Department.

31. Customer Within Country Code - 1000 System. A single digit alpha or numeric
MILSTRIP code used in the materiel program that identifies the final recipient and port of
discharge within the country. The current listing contained in the following Military Department
implementations of MILSTRIP will be used to determine the code. This code is not required in
program data for those program lines for which requisitions will be submitted by the recipient
co,.ntry/SAO. It is essential that it be entered for all other materiel line items to ensure shipment to
the proper in-country designation.

Dcmmn, t Directive
Army Army Regulation No. 725-50
Navy NAVSUP Publication 437 "MILSTRIPiMILSTRAP"
Air Force DOD 4140.17M

32. Delivery Commitment Date - 1200 System. The delivery commitment date is that date
reflected in the DD Form 1513 for complete delivery of the total value and/or quantity of the line
item, and is expressed by a three digit numeric code. The first two digits represent the fiscal year
and the third digit represents the quarter of the fiscal year.

34. DSAA Waiver -1000 System. A code which indicates that an IMET policy waiver
applies to the line of training. The following represent the applicable codes:

B Books and Publications (non-English language)
C Civilian Student
G Postgraduate/Degree Related Training
H High Cost Training (tuition costs exceed $25,000)
L Training with Duration Less than 8 Weeks
M Mobile Training Teams (MTI's) and Field Training Services (FTS)
0 Orientation Tours
R Other Waivers
S Combined Strategic Intelligence Training Program (Air Force unique).
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35. Duration Code - 1000 System. The duration code is a two position alpha/numeric code
which appears in the training MASL and detail records. It indicates, where applicable, the course
length in weeks for formal training and should be expressed in man weeks for teams and man
months for field training services. Courses that exceed 99 weeks should be coded as follows.

AO-A9 100-109
BO-B9 110-119
CO-C9 120-129
DO-D9 130-139 etc.

When the duration in the MASL is coded as "VA" (variable), it signifies that the training line item
has a nonspecific variable duration which should be determined separately.

36. End Use Code - 1000 System. The following codes identify end use of the defense
articles and defense services programmed for MAP prior to FY 78. For FY 78 and subsequent
years, this field was redesignated to fiscal code. (See Fiscal Code - 1000 System of this
appendix.)

Q&d Meaning

A Naval Defense Forces (CINCS only)
B Civil Action
C Internal Security
D Western Hemisphere Defense

37. English Comprehension Level/Specialized English Training Requirement - 1000
System, This data element is used in the training MASL to provide the required English
Comprehension Level (ECL) and Specialized English Training (SET) requirement for course
attendance. The ECL is entered as -- 60, 70, 80, etc.. The SET requirement is indicated as SET
advised -- SA or SET required -- SR, etc.

38. Excess Offer Number Code - 1000 System. This code is used to identify transferable
assets to countries which are eligible to receive Grant Aid defense articles through MIMEX,
MAPEX, and MASFEX. Columns 60-64 of the Materiel Card 3 should be used to identify the
MILDEP MIMEX Offer Number, Defense Property Disposal Service (DPDS) listing or flyer
number, and the MAPEX or MASFEX project numbers. For card column 60, one of the
following codes should be used for all items programmed from transferable assets. For card
columns 61-64, enter the serial number of the offer assigned by the MLDEP, flyer/listing number
as assigned by DPDS, or the MAPEX/MASFEX project number as assigned by CINCPAC. Right
justify and zero fill the field. Examples: Army MIMEX Offer 194, enter A0194. DPDS listing
number 71/D-11, enter L0011. On non-excess items, columns 60-64 may be used to identify
Issue Priority/Required Delivery Date codes. (See Issue Priority/Required Delivery Date Code-
1000 System, of this appendix.)

A Army
D DPDS flyer
F Air Force
L DPDS listing
N Navy
X MAPEX/MASFEX
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39. Execution Agency (EXA) Code - 1000 System. A three digit code used with all
training program lines to identify the MILDEP providing the training, the funding command or
agency, and the school or training activity at which training is to be performed. The first digit of
the EXA code corresponds to the Implementing Agency Code - 1000 System and is used to
identify the MILDEP other agency responsible for providing the training. The second digit is an
alpha character assigned to identify each funding command or agency, as applicable. The third
digit is an alpha or numeric character that can be assigned to identify each school or training activity
within the MILDEP. Not all MILDEPs identify individual schools with the EXA code. Table D-
13 provides a breakdown of Execution Agency Codes by MILDEP.

40. Federal Supply Group (FSG) - All Systems. The first two positions of the Federal
Supply Classification Code (FSC) identifies the specific group of commodities of supply.

41. Federal Supply Classification Code (FSC) - All Systems. A four digit code which
identifies the supply classification of an item of supply identified under the Federal Cataloging
Program as an item of production, and/or a homogeneous area of commodities with respect to their
physical or performance characteristics. The first two digits identify the federal supply group and
the last two digits identify the federal supply classification within each group.

42. Fiscal Code - 1000 System. A single digit numeric code used to identify the fund
source for each program line. For example:

CdMen
2 1982
3 1983
4 1984
etc.

43. Footnote Code - 1000 System. A two digit alpha code used to provide significant
supply information on defense articles and defense services. (See Table D-8 of this appendix for a
complete list of codes.)

44. Formal (Statutory) Notification to Congless Date - 1200 System. A six position
numeric code expressed in a YYMMDD format, which reflects the date on which the statutory
notification of a 36(b) case was forwarded to Congress.

45. Funding Date/Case -1000 System. This data element is used in the IMET detail training
records to indicate the date by which the individual training line must be funded. The date is
entered by the appropriate Military Department in a MM/PD format. In the FMS training records,
the second, third, and fourth digits of this data element are used to record the FMS case designator.

46. Funding Priority Code - 1000 System. The funding priority code identifies the order in
which materiel items and services (groups of interrelated items and services) are to be funded in the
event limited funds are available. All program lines other than training and supply operations must
contain this code. The code consists of two alphabetic characters indicating the sequence of
funding. For example:

Fundingriot C
I AA
3 AC
26 AZ
27 BA
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47. Generic Code - All Systems. A three digit code assigned to each item in the MASL and
perpetuated throughout program data to classify defense articles, services, and training according
to the budget activity/project account classification and to aggregate articles, services, and training
into generic groupings for reporting and management purposes. The first digit of the generic code
is an alpha character identifying one of the following budget activities. The second digit is a
numeric assigned each Budget Project (BP). The BP is classified at the second level of
aggregation in the generic code. The third digit is an alpha character assigned each generic
grouping of defense articles, services, and training with similar characteristics. The generic
grouping is classified at the third level aggregation in the generic structure. A complete list of
generic codes is shown in Table D-7 of this appendix.

Cd Meaning
A Aircraft
B Missiles
C Ships
D Combat Vehicles
E Tactical and Support Vehicles
F Weapons
G Ammunition
H Communications Equipment
J Other Support Equipment
K Supplies
L Supply Operations
M Maintenance of Equipment
N Training
P Research and Development
Q Construction
R Special Activities
T Administration
U Foreign Military Sales Order (FMSO)

48. IA Completion Date - 1200 System. A six position numeric code expressed in a
YYMMDD format, which reflects the date on which the implementing agency completed
preparation of the LOA documentation.

49. IMET Order - 1000 System. The document issued by DSAA which authorizes and
directs the furnishing of military training to the designated IMET recipient. The IMET order
identifies the fund source for each program line (FY 1984 funding is indicated by a "4" in the fiscal
code -- column 71).

50. IMET Order Adjustment - 1000 System. This data element contains the last two

positions of the latest IMET order number that either funds, unfunds, or modifies an IMET record.

51. Implementing Agency (A) Code.

a. 1000 System. A single digit alpha code assigned by the DSAA and identifying
the Military Department or agency to be the recipient of the MPA/IMET Order.

Code Meaning
B Department of the Army
C Defense Communications Agency ,
D Department of the Air Force
P Department of the Navy
S Office of Secretary of Defense.
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b. 1200LSy•tem. A single digit alpha code identifying the Military Department or
agency which has made the sale on behalf of the U.S. Government.

B Department of the Army
C Defense Communications Agency
D Department of the Air Force
E U.S. Army Corps of Engineers .
K U.S. Marine Corps .
L Defense Audiovisual Agency (DAVA) (Transactions prior to 1 Oct 85) .
M Army (Other)
P Department of the Navy
Q Defense Security Assistance Agency (DSAA)
R Defense Logistics Agency (DLA)
U Defense Mapping Agency (DMA)
V Defense Contract Audit Agency (DCAA)
W Defense Advance Research Projects Agency (DARPA)
X Security Assistance Accounting Center (SAAC)
Z Defense Nuclear Agency (DNA)

52. Item Detail Data Flags - 1200 System. A one position alpha code created during item
detail processing indicating that an error or possible error condition exists in the data provided by
SAAC. These codes, contained in a listing of data for which they apply, are furnished to the
SAAC on a monthly basis after the 1200 updating cycle has been completed. The following codes
may appear in these listings:

CQde
B Purchased quantity or delivered quantity is inconsistent with the unit of

issue code in MASL.
E Completed line code is inconsistent with data reported in the

purchase/delivery fields.
J No master file case record exists for the corresponding item detail data as

provided.
L The item detail submission contains duplicates (multiple) records for the

same control fields.
M The item detail record is unmatched to the materiel MASL or generic code

and NSN.
P The item detail line contains a delivered value but no quantity delivered for a

non-dollar (XX) line.
V The delivered value for a specific line exceeds the purchase value.

53. Item Identification Number (IIN) - 1000 System. A seven digit Lumber used to
identify each specific training item available for IMET or FMS training programming. The first
digit represents the Military Department supplying the training (see Implementing Agency Code -
1000 System above).

54. Issue Priority/Required Delivery Date Code - 1000 System. Provision is made in the
Materiel Card 3 format for inclusion of issue priority and required delivery date (RDD) codes. The
purpose is to provide all necessary data to the implementing agency for use in the preparation of
requisitions for definitized items by the Military Departments upon receipt of the MAP Order
Materiel Card 5. Issue priority codes used for MAP are those prescribed in the MILSTRIP
regulations and are entered into the system by using columns 60-61 of the Materiel Card 3. The
RDD is entered by using columns 62-64 of the Materiel Card 3. The first position indicates the last
digit of the calendar year the item is required and the second and third digits indicate the month of
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the calendar year. Military Departments can convert the RDD to MILSTRIP system when the
requisition is prepared. Columns 60-64 are used to identify the MIMEX excess offer number on
items that are available from excess stocks. (See Excess Offer Number Code - 1000 System in this
appendix.)

55. Lead Time Code - 1000 System. A single digit numeric code used in the materiel
portion of MAP to identify the interval between the initiation of a procurement request and receipt
of an item in the supply system.

o LddTime
0 0- 12 months Delivery (articles) or expenditure of funds (services)

during the same FY as programmed.
1 13-24 months Delivery (articles) or expenditure of funds (services)

during the FY following the one in which programmed.
2 25 - 36 months Delivery (articles) or expenditure of funds (services)

during the second FY following the one in which
programmed.

3 37-48 months Delivery (articles) or expenditure of funds (services)
during the third FY following the one in which
programmed.

4 49-60 months Delivery (articles) or expenditure of funds (services)
during the fourth FY following the one in which
programmed.

56. Letter of Request (LOR) Date - 1200 System. A six position numeric code expressed
in a YYMMDD format, which reflects the date shown on the LOR for defense articles and defense
services as received from the country customer and as entered into the 1200 system.

57. LOR IA Receipt Date (Complete) - 1200 System. A six position numeric code
expressed in a YYMMDD format, which reflects the date on which the IA received an LOR which
is complete with respect to definition of the defense articles, defense services, and related elements
of the LOA.

58. LOR IA Receipt Date (Incomplete) - 1200 System. A six position numeric code
expressed in a YYMMDD format, which reflects the date on which the IA received an L JR which
is incomplete with respect to defense articles, defense services, and/or terms desired by the
potential customer.

59. Major Defense Equipment (MDE) Indicator - MASL. A single digit numeric code
which indicates that the item is on the MDE List contained in Chapter 7. A "Y" indicates the item is
on the list and "N" indicates that the item is not on the list,

60. MPA Element Code - 1000 System. A four digit code that defines intermediate levels
of forces and activities or support requirements in descending order of detail for which
requirements are programmed. The code is patterned after the major program and program element
structure for the U.S. forces in the DOD Five Year Forces Structure and Financial Program. The
first digit is numeric and identifies the Military Assistance major program. The second and third
digits are alpha characters and further define sub-divisions of forces or activities within the major
program. The fourth digit normally will be the numeral 0 (not the letter 0). An alpha may be
substituted for the zero in the fourth digit when it is necessary to relate programmed requirements
to specific force units or when specific unit identification is of particular importance to decision-
making and control over program execution. The structure of the MAP Element Code is shown in
Table D-8 of this appendix.

D-1 1 Change No. 2, 2 July 1990



DOD 5105.38-M

Cod M ning
2 Air and Missile Defense Forces
3 General Purpose Forces
4 Airlift and Sealift Forces
5 Reserve Forces
6 Research and Development
7 General Support

For Section 506(a), Presidential Determinations, the four digits of the MAP Element Code will
reflect the number of the appropriate Presidential Determination as shown in Table D-8 of this
appendix.

61. Method of Fundin? - 1000 System. A numeric code assigned only by the DSAA
indicates the following:

Coe Mn
0 No funds required
1 .001 fund appropriation
2 .002 fund appropriation
3 .003 fund appropriation
4 Contract Authority
5 Currency other than those appropriations used for MAP/IMET.

62. MILSTRIP Routing Identifier Code (MRD - All Systems. A three digit code used in
MILSTRIP, jW to be found in Military Department and DLA supply publications which defines a
specific supply and distribution organization and its address. In the MAP 1000 system, the first
digit of the MRI code, as shown in all MASL data and in all MAP program data records, is used to
identify the MILDEP or other agency that, under normal circumstances, will be the recipient of
MAP Orders for the items programmed. In the FMS 1200 system, the first digit of the MRI code
as shown in all MASL data, indicates the supplying agency of the item programmed. The second
and third digits of the MRI are selected by the agency preparing and submitting the MASL input to
the system, and may or may not correspond to pertinent MRI codes used in the MILSTRIP
system.

Code Meaning
A,B,orW Army
M,N, or P Navy
DorF Air Force
S OSD
Y Department of State

63. National Codification Bureau Code (NCB) - All Systems. A two position code used in
the Federal Cataloging Program to identify the NATO country or other foreign country which
originally cataloged an item of supply. This code appears as the fifth and sixth digit of all National
Stock Numbers. Following are applicable codes extracted from DOD 4100.38-M, Appendix III A,
Table 9:

C00 oUnda
00 United States
01 United States

I 1 NATO
12 Germany
13 Belgium
14 France
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15 Italy
17 Netherlands
21 Canada
22 Denmark
23 Greece
24 Iceland
25 Norway
26 Portugal
27 Turkey
28 Luxembourg
29 Argentina
30 Japan
31 Israel
32 Singapore
66 Australia
98 New Zealand
99 United Kingdom

64. National Item Identification Number (NIIN) - All Systems. A nine digit numeric code
assigned to each approved item of supply in the Federal Cataloging Program. The NCB code
described above makes up the first two positions of this number and the last seven digits represent
a specific number assigned to each item of supply for unique identification.

65. National Stock Number (NSN) - All Systems. The NSN for an item of supply in the
Federal Cataloging Program is comprised of the applicable four position FSC plus the applicable
nine position NUN assigned to each item of supply. All standard items in the U.S. supply system
are assigned an NSN which permits precise identification of each item in an abbreviated format
The 13 position standard NSNs are used in both the 1000 and 1200 system Master Program Files
along with pseudo-NSNs, assigned by the DSAA or the Military Departments, for groups of
secondary items, services, some aircraft, ships and ammunition.

66. Notification to State Department Date - 1200 System. A six position numeric code
expressed in a YYMMDD format, which reflects the date on which a proposed Congressional
notification of a 36(b) case was forwarded to the State Department for coordination and clearance.

67. Obligation Authority Date (Implementation Date) - 1200 System. A six position
numeric code expressed in a YYMMDD format, which reflects the date on which SAAC, after
receipt of an accepted LOA, issues funding authority to the Implementing Agency.

68. Offer Date (Countersignature) - 1200 System. A six position numeric code expressed
in a YYMMDD format, which reflects the date the authorized representative of DSAA, Comp-
troller, countersigns the LOA on which defense articles and defense services are formally offered
to an eligible buyer.

69. Offer Expiration Date - 1200 System. A six position numeric code expressed in a
YYMMDD format, which reflects the date that the formal offer on the LOA expires.

70. Prerequisite Course Number - 1000 System. This data element is used in the training
MASL by the Military Departments to provide the MASL item identification number of required
prerequisite training.

71. Program Directive Date - 1200 System. A six position numeric code expressed in a
YYMMDD format, which reflects the date that the implementing directive is issued to the
activity(ies) responsible for procurement/supply action on a specific case.

D-13 Change No. 2,2 July 1990



DOD 5105.38-M

72. Program Originator Code - 1000 System. The Program Originator Code identifies the
SA element corresponding to the country using service or the country service responsible for
storage and distribution of articles for two or more using services. With reference to cross-service
training, the Program Originator Code identifies the country using the service rather than the U.S.
military service providing the training. Program Originator Codes determine the content of, and
page breaks in, information copies of MAP/IMET Orders mailed to the overseas Security Assis-
tance Organizations (SAO). Therefore, the use of program originator code "S" on country
programs will be limited to lines showing distributed Supply Operations Cost (SOC) and for
program lines originated by DSAA in activity accounts.

CdMen
B SA (Army)
C SA (Coast Guard)
P SA (Navy)
D SA (Air Force)
K SA (Marine Corps)
S OSD
T SA (Joint Service)
X SA (Other Defense Organizations/Activities)

73. Program Year Code - 1000 System. A two digit numeric code appearing in all records
in the Master Program File. It reflects the fiscal year in which the item is programmed or is to be
programmed. In the IMET training program, the program year consists of five fiscal year quarters-
-the fifth quarter being the first quarter (Oct-Dec) of the following fiscal year.

74. Ouantity - 1000 System. This data element is used in the detail training records to
indicate the number of students, or in the case of a training team, the number of personnel on the
team. For a training program dollar value line, no entry is made. As used in the MAP materiel
listings, it indicates the quantity of equipment items.

75. Reason for Change Code - 1000 System. This code is used to identify the purpose of
the change to a MAP, IMETP, or FMS training program record. The following represent the
codes that should be used by the MILDEPs in transactions submitted to the DSAA:

Coe Meaning
B4 Add/Change/Delete action to a programming line currently in unfunded status.
D4 Change/Delete action to a programming line currently in funded status.
P3 Deviation action used to prevent the computer from performing standard

computations (i.e., (unit price + TLA) x Qty). The line must be deleted and re-
submitted in order to remove the P3 (e.g., used to reflect penalties).

The following codes will be used only by the DSAA:

M3 Change/Delete transaction generated as a result of a MASL change/delete action.
These changes are generated only for unfunded status lines.

S 1 Add/Change/Delete action taken for funding/management purposes.

76. Record Control Number (RCN) - 1000 System. A four position alpha/numeric code
assigned each record in the 1000 system data base. The RCN, combined with Country/Activity
Code and Program Year, constitutes an identification number for each record which is perpetuated
on all MAP/IMET/FMST transactions, including MILSTRIP documentation. This number may be
computer assigned or manually assigned by those offices inputting data into the system. The first
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and second digits must be alpha characters and the third and fourth digits must be numeric. DSAA
has allocated blocks of numbers as indicated below:

AA00 -AZ99 Reserved for DSAA. Use of any RCN in this block requires DSAA
approval.

BA00 - DZ99 This block may be used by anyone desiring to enter an RCN in their
initial submission.

EA00 - GZ99 Reserved for Navy/Chief, Naval Education and Training.
HAOO - JZ99 Reserved for the Air Force/Foreign Military Training Affairs Group.
KAOO - MZ99 Reserved for the Army/Security Assistance Training Field Activity.
NA00 - ZZ99 Reserved by the DSAA for computer assignment.

77. Record Serial Number - 1200 System. A three position alpha/numeric code assigned
by the IA and used to identify individual item records within a FMS or FMCS case.

78. Requirements Priority Code - 1000 System. A code assigned by the SAO to identify
the importance of an individual student's training within a country's training program. The valid
codes are "A" through "E" with "A" as the highest priority and "E" as the lowest.

79. Selected Item Description Number/Selected Item Sequence Number and Quantity
Control Code - All Systems. The Selected Item Description Number is a three digit numeric code
assigned by DSAA to each materiel MASL line and appears in columns 62-64 of the Materiel
MASL Card 1. This code does not appear in program listings or program cords, but is contained
in each Master File Record to provide a means for identification and roll-up of detail records into
standard groups or categories (summary level) for the preparation of summary documents and
Congressional data. The Selected Item Sequence Number is a three digit alpha-numeric code
assigned to each summary MASL line by DSAA and is used to arrange summary data in a
sequence prescribed by DSAA. The Quantity Control Code is also assigned by the DSAA and
appears in column 59 of the Materiel MASL Card 1. This code is used to determine the quantity
count in reports as follows: 1 - quantity is counted and accumulated into the summary line, and 2 -
quantity is dropped when item is accumulated to the summary line.

80. Service Course Identification Number - 1000 System. This number is used in the
training MASL assigned by the Military Departments to provide the military service course
identification number. The last three digits are used to provide a course location code (Air Force
and Navy only).

81. Source of Supply - 1000 System. A single digit alpha code used to identify the source
from which the supply of a defense article or defense service is anticipated. For a complete list of
codes with an explanation of each, see Table D-12 of this appendix.

82. Spare Parts. Ground Suppr Equipment (GSE). and Equipment Attachmenf Codes
1000 System. The following codes are used in the Materiel 3 Card when programming concurrent
spare parts (CSP) packages, AGE packages, or equipment attachments for certain engineer
equipment.

coMeang
A Ground Support Equipment (GSE)
E Equipment Attachments
N Concurrent (initial issue) Spare Parts (CSP)

83. Special Supply Procedures Code - 1000 System. A single digit alpha code used in
column 34 of the Materiel 3 Card which signifies application of a special supply procedure and/or a
different and unusual procedure.

D-15 Change No. 4, 2 March 1992



DOD 5105.38-M

Code anQfl
A A MIMEX transaction. Indicates item is on a refined shortfall list.
C This line is included in a government-to-government commitment.
D Items programmed with Source of Supply "T' (from MAPOM which were

part of the MAPOM inventory on 30 Jun 1963.)
J Item was located in Philippines prior to delivery.
K Equipment transferred to the Republic of Korea under PL 91-652 at no cost

to MAP.
L Item was located in Laos prior to delivery.
P A PAMEX transaction.
R Item was located in Thailand prior to delivery.
A A SIMEX transaction.
T A MIMEX transaction. Indicates item is on the country gross shortfall but

is not included on the refined shortfall list.
V Item was located in South Vietnam prior to delivery.
X A MAPEX transaction.

84. State Department Approval Date - 1200 System. A six position numeric code
expressed in a YYMMDD format which reflects the date on which the State Department approves a
36(b) case.

85. Status Code.

a. 1 A single digit alpha code used to indicate the approval, funding or
deferral action of a program line.

Code Exlanation
A Approved Requirement. Implementation is not authorized until a MAP or

IMET Order is issued and financed.
D Deferred by MILDEP.
F Funded requirement which has been released via MAP/IMET Order for

implementation.
S Deferred by DSAA.
U Item is posted to the master program file indicating a requirement over and

above the ceiling of the program currently approved by the Secretary of
Defense.

b. 1200 System, A single digit alpha code used to denote the status of a FMS or
FMCS case from its inception as a letter of request to a foreign government until all deliveries and
financial transactions have been completed. (For a list of all codes along with the explanation for
each code, see Table D-10 of this appendix). *

87. Student Code - 1000 System. A single digit alpha code designating the civilian or
military category of students as follows:

c~k Meaning
S Senior Officer
0 Officer
C Civilian
E Enlisted
I Interpreter - Officer
J Interpreter - Enlisted
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D DOD Engineering and Technical Service Specialists (ETSS). This code is
used in Field Training Services - Budget Project N3 program lines to
indicate that the service will hire civilian personnel of the Department of
Defense.

88. Sub-Agency Code - 1200 System. A single position field set aside for the use of the
Implementing Agency for identifying the subordinate activity, which has been assigned by the IA,
to implement a FMS case.

89. Summary Control Record (SCR) Serial Number - 1200 System. The serial number
precedes the assignment of a case number and identifies those potential 36(b) cases which are
entered into the system prior to an official letter of request, i.e., prior to case designator
assignment.

90. Supply Completion Date - 1200 System. A six position numeric field expressed in a
YYMMDD format, which reflects the date on which supply of defense article/services are provided
complete with respect to an FMS or FMCS case. This date is reported to the system by the IA.

91. System Identifier Code - 1000 System. A single digit alpha or numeric code used in
the materiel program by the SAOs for special purpose identification of a "package" of items which
are in some way related to one another. Any one of the full range of alphabetic or numeric digits
may be used to identify a given "package".

92. Training Analysis Code - 1000 System. Training analysis codes are used in
management of the IMET program to group training program data by categories that facilitate
analysis by overall IMET program objectives. They are used in preparation of two-year training
plans (for submission at annual Unified Command training workshops) and in preparation of
training AIASAs. See Table D-14.

93. Travel and Living Allowance (TLA) - 1000 System. This data element is used in the
IMET detail training records to record the dollar amount that is programmed (budgeted) to pay the
travel and living allowance expense for an individual line of training. See Chapter 10 for the cost
computation procedures.

94. Travel and Living Allowance (TLA) Command - 1000 System. A single digit code
used by the Army to indicate the command to receive the TLA funds.

95. Transaction Type - 1200 System. (See Card Code/Transaction Type above.)

96. Type of Assistance Code - 1000 System. The type of assistance code is used in the
MILSTRIP system to distinguish between various types of U.S. military assistance transactions.
In MAP and IMET, the code is used to distinguish the various types of military assistance, as well
as to identify certain military assistance requirements programmed under special financing (e.g.,
Code "C" denotes that the item has been programmed under Section 506 of the Foreign Assistance
Act). (For a complete list of codes along with an explanation of each code, see Table D- 11 of this
appendix.)

97. Under DOD Preparation Receipt Date (DSAA Operations) - 1200 System. A six
position numeric code expressed in a YYMMDD format, which reflects the date of receipt in the
DSAA, Operations Directorate of a 36(b) sale or a potential 36(b) sale.

98. Under DOD Preparation Receipt Date (DSAA Comptroller) - 1200 System. A six
position numeric code expressed in a YYMMDD format, which reflects the date of receipt from the
Military Department/IA of an advance Congressional notification of a potential 36(b) sale.
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99. Unified Command Code - All System. Unified Command codes are not contained in
cards or card images but are assigned as supplemental data in master program records for used in
selecting and sorting program data by Unified Command. This code identifies the Unified
Command having responsibility for each recipient, except non-regional, and is the key for
segregating ADP listings and feedback card data by Unified Command.

CQde Meanin
L Central Command
E European Command ,
C Atlantic Command
P Pacific Command
S Southern Command
N Non-Regional

100. Unit of Issue - All System. See Table D- 12 of this appendix for a list of approved unit
of issue codes that can be used in both the 1000 and 1200 system. This code designates the unit of
measurement to be used in programming defense articles, services and training and in shipping
items of supply.

101. Unit Price - 1000 System. This data element is used in the detail training records to
indicate the unit price per student (team member, etc.) as listed in the training MASL or as
determined by the Military Department.

102. Worksheet Control Number (WCN) - 1000 System. A code which identifies an
individual student or service (unique within MILDEP). The first four positions of the code
represent the student or service and the last position identifies the student's sequence of training, if
more than one applies. (See Chapter 10, paragraph 100012.D.3.a. for additional guidance.)

103. 36(b) Indicator - 1200 System. A single digit alpha code used to identify a 36(b) case.
The code "Y" indicates the record is a 36(b) case, and the code "N" indicates the record is a non-
36(b) case.
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TABLE D-1

ACTION CODE - 1000 SYSTEM

Action
Card Code Code Meaning

A. CHANGES MECHANICALLY REJECTED

(Change was rejected during edit.)

3-4-P-Q-R Y Card not properly prepared or does not match MASL.

(Change was rejected during update.)

3-4-P-Q-R L Duplicate transaction in the same input group (first card
accepted, all others rejected), or add with an existing RCN.

P-Q-R M Unmatched change or delete.

P-Q V Proposed change is rejected because it results in no change to the
program line.

P-Q D Invalid action code (code for approval or disapproval) but no
proposed change, add, or delete pending in the Master File.
This code pertains only to input created by the DSAA.

(Change was rejected because the system cannot provess a proposed change whend a previouys
change against same program line is still pending.)

P-Q G Proposed delete is rejected because an add, delete, or change is
pending.

P-Q H Proposed change is rejected because an add, change, or delete is
pending.

P-R Q Proposed decrease or deletion is rejected because delivery has

been reported.

B. CHANGES PRESENTED TO PROGRAM MANAGER FOR DECISION

3-4-R A CHANGE APPROVED FOR ENTRY IN MASTER FILE..

3-4-R X Change disapproved (2 cards showing record before and after
change). Add, detete disapproved.

TABLE D- 1. (Continued) [Page 1 of 2]
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Action
Card Code Code Meaning

(Program Manager has suspended action. Do not submit additional changes until action completed

on these pending changes.)

3-4-R B Delete pending.

3-4-R C Change pending (record after change has been applied).

3-4-R D Change pending (record before change has been applied).

3-4 E Addition pending.

(Program Manager has taken a different action. Look at program amendment for action taken.)

3-4-R F Proposed delete superseded by an approved change.

3-4-R J Proposed change superseded by approved delete (2 cards).

3-4-R K Change approved but in modified form (2 cards).

3-4 N Add approved but in modified form.

(Proposed change reflected a reduction in excess of the dollar value of the line.)

P-Q S Proposed change has been modified to reflect reduction equal to
the existing dollar value of the program line.

C. CODES TO FACILITATE MACHINE IDENTIFICATION AND PROCESSING.

(These codes appear on MAP, IMET Order cards only, and consequently indicate an approved
item.)

5-6 T MAP/IMET Order add. Indicates this line is appearing on the
Order for the first time.

5-6-R W MAP/IMET Order change. This code appears on both of the
cards documenting a change to a MAP/IMET Order line
previuosly issued.

R R MAP/IMET order delete. Indicates deletion of a MAP/IMET
Order line previously issued.

TABLE D- 1. (Continued) [Page 2 of 2]
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TABLE D-2

COMMITMENT CODE - 1000 SYSTEM

Code Comianen

0 No U.S. commitment involved.

2 The U.S. commitment involves the furnishing af this specific article or service but is
such that price, source, and required delivery date adjustment can be made in the
normal manner should they occur.

3 The U.S. commitment involves the furnishing of this specific article or service and
requires that no adjustment be made in price, source, or required delivery date.

4 No U.S. commitment involved. Specific DOD or MILDEP instructions involved the
initial programming of this specific article or service at an agreed unit price other than
that stated in the MASL. This unit price may be adjusted at a later date pursuant to
supply execution action.

5 The U.S. commitment requires that this article or service must be furnished on or
before the required date. Price and source adjustments can be made in the normal
manner.

6 No U.S. commitment involved. This article or service is not to be delivered prior to the
required delivery date.

9 No U.S. commitment involved. Unit price, supply source, and leadtime for this article
or service is based on price and availability data received from the Implementing
Agency.

TABLE D-2. COMMrIMENT CODE - 1000 SYSTEM

D-21



DOD 5105.38-M

TABLE D-3
CONDION CODE - 1000 SYSTEM

A Serviceable New, used, repaired, or reconditioned material which is serviceable
(issuable and issuable to all customers without limitation or restriction.
without
qulaification)

B Serviceable New, used, repaired, or reconditioned materiel which is serviceable
(issuable with and issuable for its intended purpose but which is restricted from issue
qualification) to specific units, activities, or geographical areas by reason of its

limited usefulness or short service life expectancy.

C Serviceable Items which are serviceable and issuable to selected customers, but
(test modifi- which must be issued before condition A and B materiel to avoid loss
cation) as a usable asset.

D Serviceable Serviceable materiel which requires test, alteration, modification,
(test modifi- conversion or disassembly.
cation)

E Unserviceable Materiel which involves only limited expense or effort to restore to
(limited serviceable condition and which is accomplished in the storage
restoration) activity.

F Unserviceable Economically reparable materiel which requires repair, reconditioning
(reparable) or overhaul.

G Unserviceable Materiel requiring additional parts or components to complete the end
(incomplete) item prior to issue.

H Unserviceable Materiel classified by inspection, teardown analysis or engineering
(condemned) decision to be uneconomically reparable and of no value to the

Government, except for value of materiel content.

1 A numeric I will be used to identify all commercial items pro-
grammed.

TABLE D-3. CONDITION CODE - 1000 SYSTEM.
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TABLE D-4
COST CODE - 1000 SYSTEM

I Investment Cost - The term "Investment Cost" (Code I) is used to identify equipment,
supplies, and services that will improve the forces' capabilities and includes such items
as initiW unit equipment, reserves of equipment and ammunition, concurrent spares and
initial stockages of spare parts, replacement of obsolescent equipment to include that
lost through attrition, overhaul and rebuild of equipment prior to initial issue,
construction, equipment installed in facilities, projects such as communication systems,
programmed as dollar value lines to facilitate implementation, and training associated
with the introduction of new equipment or an improved capability.

0 Operating Cost - The term "Operating Cost" (Code 0) is used to identify equipment,
supplies, and services needed to train, operate, and maintain forces in being and
includes such items as spare parts other than initial stockages, ammunition and missiles
used in training or to replace such items consumed in training and operations, rebuild
and overhaul (excludes overhaul modernization) of equipment subsequent to initial
issue, training and other services that do not constitute investment costs, and
administrative costs associated with overhaul program management administration.

The following examples are provided as guidance for the selected items listed below:

Requirement Investment tin

lMlteriel1:

Ammo components or raw materiels:
For local manufacture tng amino -- X
For local manufacture W/R amino X --

For ammo maintenance -- X
Class IV mods -- X
Class V mods X --

Component of an aircraft, missile, Aircraft Control and Warning
System (AC&W), fire control, communication or other
system investment. X --

Equipment attachments
Replacement of ships X --

Replacement of attrition losses X --

UN Forces support in Korea -- X
Services:

Contract technicians and contract services:
Associated with introduction of investment items X --

Construction X --

Ship overhauls X --

Training:
Training (Generic Codes N-r 1 through N-30) X X
Training Support (Generic.Codes N-60 through N-70) -- X

TABLE D-4. COST CODE - 1000 SYSTEM
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TABLE D-5 **

COUNTRY/ORGANIZATION CODE - ALPHABETIC

Data moved to Table 600-1.
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TABLE D-6

FOOTNOTE CODE - MASL

oanatie

A Availability associated with production capability.

B No assets currently available for delivery to MAP. Available for future delivery
only.

C Under study by R&D (Research & Development).

D Limited supply available. Replacement or preferred item, if any, is also listed in the
MASL. Under normal circumstances, preferred item should be programmed.

H Ancillary equipment must be programmed separately.

J Spell out desired configuration in separate correspondence.

K MILSTRIP Routing Identifier data field in the MASL has been left blank because
this is a dollar value line for which the program originator is required to select the
appropriate implementing agency. Program originators will enter the appropriate
MRI in columns 66-68 of Card 3 as follows:

Implementing Age~_ MRI

Army BY7
Navy NBZ
Air Force FAO

In selecting the Implementing Agency, the objective is to identify the Military
Department best positioned to provide the required articles or service. As a general
rule, the Military Department which is the normal recipient of MAP orders for the
related end item (as indicated by the MRI assigned to the end item in the MASL) is
in thie best position to provide ancillary equipment and efficient and effective
follow-on support. Source of supply codes B, F, J, N, 0, R, S, or T require the
use of specific MRIs. Where the source code is J, always use MRI code W03.
Where the source code is S, always use MRI code FAO. Program originators will
determine the proper MRI from the headquarters directing the use of source.codes
B, F, N, 0, R, or T.

L Items supplied in a variety of voltages and configurations. If shipment is to be
effected direct to country without mounting in a vehicle or aircraft within CONUS,
spell out the required voltage of the item by separate correspondence.

TABLE D-6. FOOTNOTE CODE - MASL. [Page 1 of 2]
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NN or N No source of supply normally available to MAP. However, in special
circumstances, Military Department assets are made available to meet MAP
requirements. SAOs should not program articles footnote coded NN unless
previously advised of specific availability and price by the supply MILDEP
(Implementing Agency).

PP or P For use by the DSAA. Indicates a summary line.

RR or R Prior authority to program must be obtained by separate correspondence between
the SAO and the DSAA.

IT For use in processing records in the Republic of Korea (ROK) Equipment Transfer
Program.

W Special Navy requisitioning procedures apply.

XX Items available for sales only.

YY Items used in the FMS system not authorized for current programming.

TABLE D-6. (Continued) [Page 2 of 2]
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TABLE D-8
MAP ELEMENT CODE - 1000 SYSTEM

The second and third digits are alphabetics; the fourth digit will normally be the numeric "0" (not
the letter 0). An alphabetic may be substituted for the "0" in the fourth digit to indicate additional
programmed requirements.

Code L•ved
1 2 3 4

2. AIR AM DEFENSE FORCES

A. Ak afr, S,
A 6 F-86 Units
B 0 F-100 Units
C 0 F-101 Units
D 0 F-104Units
E 0 F-4C Units
F 0 F-5 Units
G 0 Other Aircraft Units

B. Surface-to-Akd M~issile Forme.

A 0 NIKE Units
B 0 HAWK Units
C 0 Other SAM Units
U 0 SAM Operating Support (Attrition and Training Missiles)
V 0 SAM Operating Support (FOS and Secondary Items)

C. Anti-Aircraft Artilery Fo s.
A 0 40 mm - AAA Units
B 0 90 mm - AAA Units
C 0 Other AAA Units

D. om niais-Ele=ronc-Meteorological Facilities/Systems.
BA 0 AC&W Units

B 0 Other AAA Units

3. GENERAL PURPSE EQRES

A. A=y Combatant oes.
A 0 Infantry Units
B 0 Armored Units
C 0 Cavalry Units
D 0 Mechanized Units
E 0 Airborne Units
F 0 Separate Artillery Units
G 0 Armored Cavalry Units
* 0 Combat Engineer Units
J 0 HONEST JOHN Units
K 0 Aviation Units
M 0 Other Missile Units

TABLE D-8. MAP ELEMENT CODE - 1000 SYSTEM. [Page I of 41

D-52 Change No. 6, 10 May 1994



DOD 5105.38-M

N 0 Other Combat Units
P 0 Signal Support Units
Q 0 Engineer Construction Units
R 0 Quartermaster Units
S 0 Other Combat Support Units

B. Logistical and Operating SupoRo (Armyl.
A 0 Supporting Bases and Activities
T 0 Army Operating Support (METP Training)
U 0 Army Operating Support (Attrition and Ammunition)
V 0 Army Operating Support (FOS and Secondary Items)

D. Surveillance and Ocean Control Forces.
A 0 ASW Aircraft Carrier Units
B 0 ASW Aircraft Units
C 0 Submarine Units
D 0 Surface Units
E 0 Surface Patrol Units
F 0 Patrol Aircraft Units
G 0 Other Surveillance and Ocean Control Units

E. Mine Warfare Forces.
A 0 Mine Laying Units
B 0 Mine Sweeping Units
C 0 Other Mine Warfare Units

F. Amphibious Forces.
A 0 LST Units
B 0 LSM Units
C 0 Other Amphibious Units

G. Multi-Purpose Combat Forces.
A 0 Cruiser Units
B 0 Frigate Units
C 0 Destroyer Units
D 0 Submarine Units
E 0 Other Multi-Purpose Combat Units

H. Logistical and Operating Support (Navy.
B 0 Auxiliary Ships and Harbor Craft
C 0 Supporting Bases and Activities
T 0 Navy Operating Support (IMETP Training)
U 0 Navy Operating Support (Attrition and Ammunition)
V 0 Marine Operating Support (FOS) and Secondary Items

L. Tactical Aircraft Forces.
A 0 T-28 Units
B 0 T-80 Units
C 0 T-33 Units

TABLE D-8. (Continued) [Page 2 of 4]
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D 0 RT-33 Units
E 0 F-94 Units
F 0 RF-84 Units
G 0 F-86 Units
H 0 RF-86 Units
J 0 E-100 Units
K 0 RF-101 Units
M 0 F-104 Units
N 0 RF-101 Units
P 0 F-5 Units
Q 0 RF-5 Units
R 0 B-57 Units
S 0 Other Tactical Aircrft Units

M. LaeLj ;• and Oeting Suna Air Force).
A 0 Commnicatins-and Weather Units
B 0 Supporting Bases and Activities
T 0 Air c Opeating Support (IMET Training)
U 0 Air Force Operating Support (Attribiution and Ammunition)
V 0 Air Force Operating Support (FOS and Secondary Itsm)

N. paranumill Forces,
A 0 Ground Units

B 0 Sea Units
C 0 AirUnits
V 0 Paramilitary Operating Support (FOS and Secondary Items)

4. AmRILJE AND SEAL1I FORCES

A. Airift esJ
A 0 C-46 Units
B 0 C-47 Units
C 0 C-54 Units
D 0 C-82 Units
E 0 C-119 Units
F 0 C-130 Units
G 0 Other Airlift Units

B. SualifL ores.
A 0 Troop Transport Units
B 0 Cargo Ship Units
C 0 Tanker Ship Units
D 0 Other Sealift Units

5. RESERVE FORCES
A 0 Army Reserves
B 0 Naval Reserves
C 0 Air Force Reserves
D 0 Paramilitary Reserves

Table D-8. (Continued) [Page 3 of 4]
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6. ISEARCH AND DEVEOPMENT

7. GENERAL SUPPORT

A. Inddividual Training.

B. ln i•gec and SWurily.
D 0 Mapping and Charting
E 0 Other Intelligence Activities

C. Communications.

A 0 Aircraft Traffic Control and Landing
B 0 Other Communications Systems

D. Logistical SuoZr.
A 0 MAP Supply Operations
B 0 Supporting Bases and Activities
V 0 Multi-Service Operating Support (EOS and Secondary items)

F. oWmand and General Sup=
A 0 Command and Directon
G 0 Construction Support Activities
C 0 Other Support Activities

8. FMS TRAINING (U~se a"~icable case designator.)
8.

9. SECT7ION 506(a)~ PRESIDENTIAL DETERMINATION (Enter the number of the AM=ro
... m-at Presidential Determination.)

Con DaeP Nube
Chad 13 March 1986 8606
Honduras 25 March 1986 8608
Philippines 16 September 1987 8613
Chad 16 December 1987 8705
Chad 28 March 1987 8713

TABLE D-8. (Continued) [Page 4 of 4]
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D-9

SOURCE OF SUPPLY CODE - 1000 SYSTEM

Meang

A Assigned to all records in the Republic of Korea (ROK) Equipment Transfer Program
authorized by Public Law 95-384 at no charge to MAP. This code is also assigned to
ammunition transferred to the Royal Thai Government from Army FMS case UEB.
Transfer at no cost to MAP was authorized by Section 24, Public Law 96-92, 29 October
1979.

B Barter. From MAP-owned assets transferred to the U.S. as repayment in accordance
with the provisions of former Section 509 of the Foreign Assistance Act of 1961, as
amended.

E Excess: From stocks-excess to MILDEP/Defense Supply Agency supplied to meet MAP
and FMS requirements.

F Foreign: For Grant Aid, from procurement offshore financed with foreign currencies
made available under Sections 402 and 502 of PL 665, 83rd Congress, and Section 104(c)
of PL 480, 83rd Congress. For sales, from procurement offshore financed by direct
citation of MAP-owned foreign currency received as repayment in accordance with the
provisions of former Section 508 of the Foreign Assistance Act of 1961, as amended.

Special: From special procurement solely for MAP, financed by direct citation of MAP
funds. Also used to identify services to be financed by direct citation of MAP funds.

J Army Depot, Japan: From MAP-owned assets at the U.S. Army Depot Command, Japan.

K Procurement or Replacement: Items will be assigned this code: (1) When they are to be
provided from MILDEP procurement, financed initially by MILDEP appropriations. (2)
When they are to be furnished from MILDEP or DLA inventories, and procurement is
required to replace such items. MAP items will be included in this category despite the fact
that the items planned for procurement to replace the MAP delivery will be in terms of the
latest model (preferred item). Thus "Replacement in Kind" covers replacement of an item
with the same model items, or a replacement of an acceptable substitute with a preferred
item. Resources obtained from the sale of this materiel will be available to finance the
MILDEP or DLA reimbursable budget plan as it is classified for the budget document.

L Replacement Not in Kind: This category will include those items which are to be
provided to MAP on a r,'imbursable basis, but when delivered to MAP are not planned to
be replaced by inventories of the MILDEP or DLA of the same model item or modern
version. Funds received from the sale of such items will be available to finance the Military
Department or DLA direct budget plan as it is classified for the budget document.

N NAMSO/NHPLO: From the NATO Maintenance and Supply Organization or NATO
Hawk Production and Logistics Organization. (Financed by direct citation of MAP funds.)

TABLE D-9. (Contnued) [Page 1 of 2]
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Code MO=ng
0 Offshore Procurement (OSP): From Special procurement offshore (outside the United

States, its possessions, and Puerto Rico) for the MAP. Accompany program change cards
with narrative justification required by DOD Directive 2125.1.

R Redistribution: From redistribution of MAP-supplied assets excess to holding country
requirements.

S F-104G MAP Spares Depot: From MAP-owned assets of spares and spare parts peculiar
to F-104G aircraft located at Sacramento Air Materiel Area.

T Transfer. From MAP-owned assets (other than those coded "B", "J" or "S") transferred
from a MAP ownership account.

TABLE D-9. (Continued) [Page 2 of 2]
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TABLE D-10

STATUS CODE - 1200 SYSTEM

0 Open Offer A formal offer has been transmitted to the foreign government by DD
Form 1513 and acceptance or refusal by the foreign government is pending.

E Extended Offer:. An offer which has not been accepted or rejected by the country and
the Offer Expiration Date (OED) has been reached. When this occurs, the case status is
automatically changed to E (extended offer).

S Signed Offer Indicates an advance notice that the country intehds to accept the case.

A Accepted Offer The foreign government has accepted the case by signature on the DD
Form 1513. Status Code A is assigned even though the foreign government may not have
made the initial down payment of cash advance required under terms of the sales
agreement.

I Implemented Case: A case for which the foreign government has accepted the offer and
fulfilled all financial obligations necessary prior to commencement of supply action; or, if
financing is by DOD credit, when necessary funds have been allocated by the DSAA to the
SAAC. This code signifies that all conditions prerequisite to beginning supply action have
been fulfilled, that the SAAC has issued obligational authority to the Implementing Agency,
and that supply agencies of the MILDEPs have been directed to begin execution of the sales
agreement. In many instances, it will be possible to move directly from status "0" to status
"I" because implementation occurs simultaneously with acceptance of the offer by the
foreign government.

C Closed Case: A case for which (1) delivery of all items and performance of all services
specified in the sales agreement have been completed by the Implementing Agency, (2)
collections (or equivalent transaction) have been completed, and (3) a final accounting
statement has been furnished the purchaser.

X Cancelled Case: An offer which has not been accepted by the foreign government during
the time period allowed; an offer withdrawn by the U.S. government; an offer declined by
the foreign government; or an accepted case which is cancelled by either the foreign
government or the U.S. government.

L Legislative Cycle: In accordance with arms control legislation, a potential major sale
which is in either the advanced or the formal notification phase of Congressional review.

D Supply Complete: Notification from the Implementing Agency that supplies/services
delineated in a specific case have been furnished "supply complete" to the foreign
government.

TABLE D-10. STATUS CODE - 1200 SYSTEM. [Page 1 of 2]
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Cc Mcng

Z Cancelled Letter of Request (LOR): A U.tter of Request which has been cancelled pror to
preparation of the LOA usually at the request of the foreign government.

R Iettw of Request (LOR): The Letter of Request phase indicating that the Implementing
Agency has received an LOR for an LOA from the foreign government.

TABLE D-10. (Continued) [Page 2 of 2]
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TABLE D-1I
TYPE OF ASSISTANCE CODE - 1000 SYSTEM

Grant Aid rendered under the authority of the Foreign Assistance Act of 1961, as amended,
for which the United States receives no reimbursement.

A Grant transfers of Excess Defense Articles (EDA) provided under the authority of the
Foreign Assistance Act of 1961, as amended, for which the United States receives no
reimbursement for the value of the materiel.

C Presidential Determination to order defense articles from stock and performance of defense
services to satisfy Grant Aid requirements with reimbursement from subsequent military
assistance appropriations. (Section 506 FAA of 1961, as amended.)

D Military Assistance Service Funded. Grant Aid programs transferred to the Department of
Defense budget, which were not controlled and implemented through the MAP
documentation and ADP system.

H Grant Aid share of cost sharing agreements.

K Grant Aid of MAP-owned assets obtained through barter arrangements with the Federal
Republic of Germany (used in conjunction with Source of Supply Code "B" only).

L Grant Aid provided through the NATO Hawk Production and Logistics Organization
(NTPLO) for maintenance support of the Hawk Missile System (used in conjunction with
Source of Supply Code "N" only.)

N Section 23 or 24, AECA, FMS Credit (Non-Repayable)

P Grant Aid Programs transferred to the Department of Defense budget which were
controlled and implemented through the MAP documentation and ADP system.

R Grant Aid of U.S. recovered materiel resulting from liquidation of NATO Maintenance
Supply Agency excess stockage.

S Assigned to all records in the Republic of Korea Equipment Transfer program authorized
by Public Law 95-384 at no charge to MAP. This code is also assigned to all PY 71 update
& 72 equipment transferred to the ROK under Public Law 91-652 at no cost to MAP. This
code is also assigned to ammunition transferred to the Royal Thai Government from Army
FMS Case UEB. Transfer at no cost to MAP was authorized by Section 24, Public Law
96-92, 29 October 1979

Z Section 23 or 24, AECA, FMS Credit

TABLE D- 11. TYPE OF ASSISTANCE CODE - 1000 SYSTEM.
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TABLE D-12

UNIT OF ISSUE CODE - ALL SYSTEMS

QC& It=em fin~

AY Assembly A collection of parts assembled to form a complete unit, Constituting a
single item of supply, e.g., hose assembly. Use only when the term
"assembly" is a part of the item name.

BD Bundle A quantity of the same item tied together without compression.

BE Bale A shaped unit of compressible materiels bound with a cord or metal ties
and usually wrapped, e.g., paper and cloth rags.

BG Bag A flexible container of various sizes and shapes which is fabricated from
such materiels as paper, plastic or textiles. Includes "sack" and "pouch".

BT Bottle A glass, plastic, or earthenware container of various sizes, shapes, and
finishes such as jugs, but excluding jars, ampoules, vials, and carboys,
with a closure for retention of contents.

BX Box A rigid, three dimensional container of various sizes and materiels.
Includes "case", "carton", "tray", and "crate".

CA Cartridge Usually a tubular receptacle containing loose or pliable materiel and
designed to permit ready insertion into an apparatus for dispensing the
materiel. Usually associated with adhesives and sealing compounds.

CD Cubic Yard A unit of cubic measure.

CK Cake A block of compacted or congealed matter. Applicable to such items as
soap, buffing compound.

CN Can A rigid receptacle made of fibre, metal, plastic, or a combination thereof.
Cans may be cylindrical or any number of irregular shapes. Restricted to
items which cannot be issued in less than container quantity. Includes
"pail" and "canister". Do not use when the packaged quantity equates to a
unit of measure, i.e., pint, quart, gallon, ounce, pound.

(00 Container A general term for use only when an item is permitted to be packaged for
issue in optional containers, e.g., bottle or tube for a single NSN.

DR Drum A cylindrical container designed as an exterior pack for storing and
shipping bulk materiels, e.g., fuels, chemicals, powders, etc. Drums
may be made of metal, rubber, polyethylene, plywood, or fibre with
wooden, metal, or fibre ends.

DZ Dozen Twelve (12) of an item of supply.

TABLE D-12. UNIT OF ISSUE CODE - ALL SYSTEMS. [Page 1 of 3]
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EA Each A numeric quantity of one item of supply. Do not use if more specific
term applies, such as kit, set, assortment, assembly, group, sheet, plate,
strip, or length.

Fr Foot Unit of linear measurement, sometimes expressed as "linear foot".

GL Gallon Unit of liquid measurement

GR Gross One hundred forty four (144) of an item of supply.

HD Hundred One hundred (100) of an item of supply.

KT Kit A collection of related items issued as a single item of supply, such as
tools, instruments, repair parts, instruction sheets, and often supplies
typically carried in a box or bag. Also includes selected collections of
equipment components, tools, and/or materiels for the repair, overhaul, or
modification of equipment. Use only when the term "kit" is a part of the
item name.

LB Pound A unit of avoirdupois weight measure equivalent to 16 ounces.

MX Thousand One thousand (1,000) of an item, e.g., thousands of rounds of small
caliber ammunition.

O( Outfit A collection of related items issued as a single item of supply, such as the
tools, instruments, materiels, equipment, and/or instruction manual(s) for
the practice of a trade or profession or for the carrying out of a particular
project or function. Use only when the term "outfit" is part of the item
name.

PG Package A form of protective wrapping for two or more of the same item of
supply. To be used only when a unit of measure or container type term is
not applicable. Includes "envelope".

PR Pair Two similar corresponding items, e.g., gloves, shoes, bearings; or items
integrally fabricated of two corresponding parts, e.g., trousers, shears,
goggles.

PT Pint A unit of liquid or dry measure.

Qr Quart A unit of liquid or dry measure.

RL Reel A cylindrical core on which a flexible materiel, such as wire of cable, is
wound. Usually has flanged ends.

RM Ream A quantity of paper varying from 480 to 516 sheets, depending upon
grade.

TABLE D-12. (Continued) [Page 2 of 3]

D-62 Change No. 5, 2 November 1992



DOD 5105.38-M

Cd Definiton

RO Roll A cylindrical configuration of flexible materiel which has been rolled on
itself such as textiles, tape, abrasive paper, photosensitive paper and film,
and may utilize a core with or without flanges.

SE Set A collection of matched or related items issued as a single item of supply,
i.e., tool sets, instr'ment sets, and matched sets. Use only when the term
"set" is a part of the item name.

SH Sheet A flat piece of rectangular-shaped materiel of uniform thickness that is
very thin in relation to its length and width, such as metal, plastic, paper,
and plywood. Use of this term is not limited to any group of items or
FSCs. However, it will always be applied when "sheet" is used in the
item name to denote shape, e.g., aluminum alloy sheet, except items in
FSC 7210.

SL Spool A cylindrical form with an edge or rim at each end and an axial hold for a
pin or spindle on which a flexible materiel such as thread or wire is
wound.

TU Tube Normally a squeeze-type container, most commonly manufactured from a
flexible type materiel and used in packaging toothpaste, shaving cream,
and pharmaceutical products. Also applicable as form around which items
are wound such as thread. It is not applicable to mailing tube, pneumatic
tube, or cylindrical containers of a similar type.

In addition to the above codes, the following code is also authorized for use:

Ce Dinitn

XX Dollars Use when a record does not reflect any quantitative amount.

TABLE D-12. (Continued) [Page 3 of 3]
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TABLE D-13

MILDEP EXECUTION AGENCY IDENTIFIER CODES

A. ARMY EXECUTION AGENCY (EXA) CODES.

The EXA code used by the Army is a three digit alpha numeric wherein the first alpha
represents the Army (B), the second alpha the funding agency and the the third alpha or numeric
the training agency. The following codes are to be used for Department of the Army IMET
programming.

13. Department of the Army.

A. U.S. Army Material Development and Readiness Command (DARCOM)
A. Army Logistics Management Center, Ft Lee, VA
B. Army Management Engineer Training Activity, Rock Island, IL
C. Army Defense Ammunition School, Savanna, IL
D. Joint Military Package Training Center, Aberdeen Proving Ground, MD
E. Army Tank-Automotive Command, Warren, MI
G. Army Depot Systems Command, Chambersburg, PA
H. Letterkenny Army Depot, Chambersburg, PA
J. School of Engineering and Logistics, Red River Army Depot, Texarkana,

"TX
K. Lone Star Ammunition Plant, Texarkana, TX
L. Army Test and Evaluation Command, Aberdeen Proving Ground, MD
M. New Cumberland Army Depot, New Cumberland, PA
N. Army Troop Support and Aviation Material Readiness Command,

St. Louis, MO
P. Army Mobility Equipment Research and Development Command,

Ft. Belvoir, VA
Q. Pueblo Army Depot, Pueblo, CO
R. Army Natick Research and Development Laboratories, Natick, MA
S. Army Electronics Research and Development Command, Adelphi, MD
T. Army Communications Electronics Command, Ft. Monmouth, NJ
U. Red River Army Depot, Texarkana, TX
V. Army Aviation Research and Development Command, St. Louis, MO
W. Tobyhanna Army Depot, Tobyhanna, PA
X. Tooele Army Depot, Tooele, UT
Y. Yuma Proving Ground, Yuma, AZ
2. US Army Security Assistance Center (USASAC), Alexandria, VA
3. Anniston Army Depot, Anniston, AL
4. Dugway Proving Ground, Dugway, UT
6. Corpus Christi Army Depot, Corpus Christi, TX
7. Army Armament Research and Development Command, Dover, NJ
8. Army Armament Material Readiness Command, Rock Island, IL
9. Army Missile Command (MICOM), Redstone Arsenal, AL
0. Unidentified DARCOM Location)

C. U.S. Army Training and Doctrine Command (TRADOC)
A. Army Aviation School, Ft Rucker, AL
B. Army Training Support Center (Correspondence Courses), Ft Eustis, VA
C. U.S. Army War College, Carlisle, PA
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D. Defense Language Institute, Monterey, CA
E. Army Engineer School, Ft Belvoir, VA
F. Army Field Artillery School, Ft Sill, OK
G. Army Infantry School, Ft. Benning, GA
H. Army Ordnance School, Aberdeen Proving Ground, MD
I. Defense Information School, Ft Benjamin Harrison, IN
J. Army Quartermaster School, Ft Lee, VA
K. Army Chemical School, Ft McClellan, AL
L. Army Soldier Support Center, Ft Benjamin Harrison, IN
M. Army Chaplain School, Ft Monmouth, NJ
N. Army Military Police School, Ft McClellan, AL
P. Army Signal School, Ft Gordon, GA
Q. Judge Advocate General School, Charlottesville, VA
R. Army Air Defense School, Ft Bliss, TX
S. Army Transportation School, Ft. Eustis, VA
T. Army Command and General Staff College, Ft. Leavenworth, KS
U. Army Intelligence School, Ft. Huachuca, AZ
V. Aviation Logistics School, Ft. Eustis, VA
W. Army Institute for Military Assistance, Ft. Bragg, NC
X. Army Missile and Munitions School, Redstone Arsenal, AL
Y. Army Armor School, Ft Knox, KY
Z. John F. Kennedy Special Warfare Center and School, Fort Bragg, NC
1. Ft Dix, NJ
2. Ft Leonard Wood, MO
3. Ft Jackson, SC
7. TRADOC Security Assistance Training Field Activity (SATFA),

Ft. Monroe, VA
8. TRADOC Combined Arms Test Activity (TCATA), Ft Hood, TX
9. HQ, TRADOC, Ft Monroe, VA
0. (Unidentified TRADOC Location)

E. Office, Chief of Engineers
0. (Unidentified Chief of Engineers Location)

F. U.S. Army Finance and Accounting Center (USAFAC)
A. USAID Training All Areas
B. Defense Intelligence Agency (DIA), Washington, DC
C. U.S. Coast Guard Training
D. Defense Logistics Agency (DLA), Washington, DC
E. Defense Systems Management College, Ft Belvoir, VA
F. National Defense College (Correspondence Course), Ft. McNair,

Washington, DC
M. U.S. Maripe Corps Training
N. U.S. Navy fraining
S. Defense Mapping Agency (DMA), Washington, DC
T. Defense Mapping School, Ft Belvoir, VA
X. U.S. Air Force Training
0. Training U.S. Map Personnel (N5B)

G. U.S. Army Health Services Command (USAHSC)
A. Armed Forces Institute of Pathology, Washington, DC
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B. William Beaumont Army Medical Center, El Paso, TX
F. Fitzsimmons Army Medical Center, Aurora, CO
H. Army Environmental Hygiene Agency, Aberdeen Proving Ground, MD
L. Letterman Army Medical Center, San Francisco, CA
M. Madigan Army Medical Center, T,' ,oma, WA
S. Academy of Health Sciences, Ft Sam Houston, TX
T. Tripler Army Medical Center, Honolulu, HI
W. Walter Reed Army Medical Center, Washington, DC
X. Medical Cost-CONUS (GC N7E)
Z. Army Institute of Dental Research, Washington, DC
0. (Unidentified USAHSC Location)

H. Western Command (WESTCOM)
H. All Training in WESTCOM Schools or Units
I. Third Country Training in WESTCOM Areas
0. (Unidentified Pacific Command (PACOM) Location)

I. U.S. Army Forces Command (FORSCOM)
A. 1st Infantry Division (Mechanized), Ft Riley, KS
B. 1st Cavalry Division, Ft Hood, TX
C. 2d Armored Division, Ft Hood, TX
D. 3d Armored Cavalry Regiment, Ft Bliss, TX
E. 4th Infantry Division (Mechanized), Ft Carson, CO
F. 5th Infantry Division (Mechanized), Ft Polk, LA
G. 7th Infantry Division, Ft Ord, CA
H. 9th Infantry Division, Ft Lewis, WA
I. 24th Infantry Division, Ft Stewart, GA
J. 82nd Airborne Division, Ft Bragg, NC
K. 101st Airborne Division, Ft Campbell, KY
L. 197th Infantry Brigade, Ft Benning, GA
M. 194th Armored Brigade, Ft Knox, KY
N. 193rd Infantry Brigade (Panama), Ft Clayton
P. 172nd Infantry Brigade (AK), Ft Richardson, AK
Q. 3d Corps Artillery, Ft Sill, OK
9. HQ, FORSCOM, Ft McPherson, GA
0. (Unidentified FORSCOM Location)

M. U.S. European Command (EUCOM)
M. All Training in U.S. Army Europe (USAREUR) Schools or Units
0. (Unidentified EUCOM Location)

S. U.S. Southern Command (SOUTHCOM)
A. School of the Americas
B. Inter-American Geodetic Survey School
S. Other Training in SOUTHCOM Areas
X. Medical Cost-Overseas (GS N7F)

Z. Unidentified
Z. Unidentified Location, Worldwide (Used only for initial programming until

correct EXA is determined)
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B. NAVY EXECUTION AGENCY ( CODE,

The EXA code used by the Navy is also a three digit alpha numeric wherein the first alpha
represents the Navy (P), and the second and third alpha-numeric represent the major claimant or

implementing command for the training. The following codes are to be used for Department of the
Navy IMET programming.

P. Department of the Navy.

PBM NAVAL MEDICAL COMMAND
PGC US COAST GUARD (COGARD)
PCN CHIEF OF NAVAL OPERATIONS (CNO)
PCL COMMANDER IN CHIEF, US ATLANTIC FLEET (CINCLANTFLT)
PCP COMMANDER IN CHIEF, US PACIFIC FLEET (CINCPACFLT)
PCT CHIEF OF NAVAL EDUCATION AND TRAINING (CNET)
PMC COMMANDANT, US MARINE CORPS (CMC)
PNM CHIEF OF NAVAL MATERIAL (CHNAVMAT)
PNR CHIEF OF NAVAL RESERVE (CNAVRES)
PBO DEPARTMENT OF THE ARMY (DA)
PDO DEPARTMENT OF THE AIR FORCE (DAF)
PO0 MISCELL ANEOUS
PSO COMMANDER IN CHIEF, US SOUTHERN COMMAND (USCINCSO)

C. AIR FORCE EXECUTION AGENCY (EXA CODES).

The EXA code used by the Air Force is a three digit alpha numeric wherein the first alpha
represents the Air Force (D), and the second alpha the implementing command, and the third alpha
or numeric the major command conducting the training. The following codes are to be used for
Department of the Air Force WMET programming.

D. Department of the Air Force
D. USAFE
0 Variable
E England
G Germany

F. LOGISTICS
0 AF Logistics Command

J. FMTAG
0 AF CONUS/Variable
B USAF Academy
C Aerospace Defense Command
H Air Force Systems Command
J Air Training Command
K Air University/AF Institute of Technology
Q Military Air Command
S Strategic Air Command
T Tactical Air Command
U USAF Security Service
Y AF Communications Service
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L. USAFSO
0. Variable
A IAAFA School

R. PACAF
0 Variable
H Hawaii
C Clark AFB

TABLE D-13. (Continued) [Page 5 of 5N
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TABLED-14

TRAINING ANALYSIS CODES

A. CONUS TRAINING

(1) Officer Professional Military Education
AA PME-Senior Level
AB PME-Mid Level
AC PME-Basic

(2) Officer Management Related Training
BA Defense Management
BB Intelligence/EW
BC PoliceSecurity
BD Comm-Elect Mgt
BE Logistics Management
BF Engineering Mgt
BG Pers/Manpower/Anal
BH Administration
BI Maintenance Mgt
BJ Computer/ADP Mgt
BK Finance/Accounting
BL Other Mgt

(3) Officer Postgraduate and Degree Related Training
CA Postgraduate/Degree

(4) Undergraduate Pilot and Other Flight Training
DA UPT/FIt High Cost
DB Other Fit

(5) Technical Operations, Maintenance, Medical and Enlisted Training
EA Aviation Non-Fit
EB Aviation Maintenance
EC Tech/Maintenance
ED Operations
EE Missile
EF Comm-Elect
EG Logistics/Supply-Enl
EH Computer/ADP Eni
El Police/Security-Enl
EJ Administration-Ent
EK Mgt Related-Enl
EL Instructor
EM Medical
EN Damage Control
EO Contractor
EP English Language Prerequisite

TABLE D- 14. (Continued) [Page 1 of 3]
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BQ English Language Admin
ER Other Language Training (non-English)
ES Cty Liaison/Exchange
Er Interpreters CONUS
EU Other non-MgvEl
EV Unidentified CONUS Tng

(6) Orientation Tours
FA Or-DV
FB OT-Non DV
FC OTr-Ohe

B. OCONUS TRAININGGA PMIE
HA Management
1A Flight
IB TechlMaint
IC Operations
ID Medical
JE Correspondence Course
IFaOTs
JA Other
JB Unidentified OCONUS

C. MOBILQE TRAINING TEAMS AND FIELD TRAINING SERVICES
KA MTI-PME
KB MlIT-Management/General
KC MTT'-Intelligence/EW
KD MIT-Medical
KE MIr-Police/Security
KF MIT-Comm-Elect Mgt BT
KG MTIT-Logistics Mgt
KH MIT-Engineering
KI MTT-Per;/Manpower/Anal
KJ MiT-Administration
KK MiT-Maint Mgt
KL MTT-English Language
KM MTT-Instructor/MOI
KN MIT-Aviation
KO MT-Combat Operations
KP MiT-Non-Combat Operations
KQ MiT-Maintenance/Repair
KR MNT-Missile
KS MTr-Comm-Elec
KT MIT-Ship Transfer/Tng
KU MTI'-Other
KV MIT-Survey
KW MiT-Excess Baggage
KX MiT-MiT-Training Aids
KY MiT-Lang Lab Install
KZ M'IT-Supply Tech
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KI MFT-Wpns/Munitions/Arms
K9 MT-Misc/Unidentified
LA FF5-Aircraft Eng/Airframe
LB FFS-Comm-Elec
LC FTS-Radar Systems
ID FTS-Armarent
LE FFS-Maintenance
LF FfS-Training Aids/Devices
LG Ff5-English Language
LH FrS-Missile
LI FfS-Other
LZ FrS-Misc/Unidentified

D. SUIPORT
MA Training Exercises
MB Escort Officer
MC Supplies/Materials
MD Facilities/Rehabilitation
ME Services
MF Medical Cost-CONUS
MG Medical Cost-Overseas
MH Instructor Material
MI Other
NA Extraordinary Expenses
NB Training U.S. MAP Personnel
NC Training Support MAAG/Command
ND Training Support Department of State
GA English Language Labs (ELL)
OB ELL Spares
OC ELL Support Equipment
OD ELL Books/Tapes/Pubs
OE ELL PCH&T
OF Other Training Aids
OG Army Books/iTapes/Pubs
OH Navy Books/Tapes/Pubs
O AF Books/Tapes/Pubs
O Army PCH&T
OK Navy PCH&T
OL AF PCH&T
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TABLE D-15
TRAINING PROGRAM CARD FORMATS

ADDITION CHANGE DELETION
CARD 4 CARD Q CARD R COLUMN
Card Code Card Code Card Code 1
Record Record Record
Control Control Control
Number Number Number 5

6
Blank Blank Blank
Item Ident Item Ident 14
Number Number Blank 20
Generic Code Generic code Blank 21
Blank Blank Blank
Reason for Reason for Reason for 23
Change Code Change Code Change Code 24
Student Code Student Code Blank 25

26
Quantity Quantity Blank 29
Program Program
Originator Originator Blank 30
Country/ Country/ Country/ 31
Activity Activity Activity
Code Code Code 32

33
Duration Duration Blank 34
Type of Type of
Assistance Assistance Blank 35

36
Unit Price Unit Price Blank 43
Blank Blank Blank 44
Program Program Program 45
Year Year Year 46
Travel and Travel and 51
Living Living
Allowance Allowance Blank 56
Blank Blank Blank 57
DSAA Waiver DSAA Waiver Blank 58
Blank Blank Blank 59
TLA Command TLA Command Blank 60
Worksheet Worksheet 61
Control Control
Number Number Blank 65
Execution Execution 66
Agency Code Agency Code Blank 68
Change Change Change
Originator Origionator Originator 69
Avail Avail
Report Qtr Report Qtr Blank 70
Blank Blank Blank 71
Rqmts Rqmts
Priority Code Priority Code Blank 72

73
Total Cost Total Cost Blank 80
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APPENDIX E

CONGRESSIONAL REPORTS INVENTORY AND DSAA REPORTS CONTROL SYSTEM

A. PURPOSE. This appendix provides an up-to-date inventory of statutory reports to
Congress covering security assistance matters submitted by the Department of Defense elements.
It does not include reports submitted to Congress by the Department of State. An inventory of
current DSAA reporting requirements under the Reports Control System is also contained in this
appendix. The inclusion of a report in either of these listings does not in any way imply its
availability to a SAMM recipient nor its releasability to a nongovernmental requestor. Some
reporting requirements are identified elsewhere in the Manual within the applicable topical areas.
This appendix also provides reporting instructions on selected reports, not covered elsewhere in
this Manual, requiring feeder information from DOD components.

B. CONGRESSIONAL REPORTS INVENTORY. See Table E-6.

C. DSAA REPORTS CONTROL SYSTEM. See Table E-7.

1. The DSAA Reports Control System is managed by the Date Management Division of the
Comptroller Directorate, DSAA. Requests for new reporting requirements should be directed to
that office. A Reports Control Symbol (RCS) will be assigned according to the nature of the
reporting requirement, e.g., whether it relates to MAP, FMS, a combination of programs, or a
one-time report. See Table E-4 for the DSAA Reports Control format.

D. REPORTING INSTRUCTIONS,

1. Price and Availability Report (RCS: DSAA(O)1 138).

a. The Price and Availability (P&A) Report, required by Section 28 of the Arms
Export Control Act, is forwarded quarterly to members of Congress and top-level Defense and
State Department officials. It is an important tool used to inform the Congress of major potential
FMS cases and it assists the Congress in carrying out its oversight authority of arms transfers,
particularly to the Third World. For these reasons the P&A report must contain complete,
accurate, and timely information to serve its intended purpose.

b. It is important that all relevant information is reported regardless of its sensitivity.
Releasability will be determined by the Director, DSAA, in conjunction with the Secretary of State.

c. The report is due to the Congress on the 15th of the month following the quarter
being reported. Input from the Military Departments is due to the DSAA Comptroller, ATTN:
Data Management Division, no later than the third day of the month following the quartei being
reported and should be submitted in two parts. (See Table E-1 for format):

(1) Part I should list each price and availability estimate provided during the quarter
to a foreign country with respect to a possible FMS sale of major defense equipment (MDE) for $7
million or more or of any other defense articles or services for $25 million or more. Each entry
should specify the following:

(a) The name of the country to which the estimate was provided;
(b) The name of the articles or services involved;
(c) The quantity involved; and
(d) The price estimate provided.
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(2) Part 11 should list each request received from a foreign country during the
quarter being reported, for the issuance of a letter of offer to sell defense articles or services if (1)
the proposed sale was not previously reported under Part I, and (2) the request involves a
proposed sale of MDE for $7 million or more or any other defense articles or services for $25
million or more. Each entry should include the following:

(a) The name of the country which made the request;
(b) The date of the request;
(c) The defense articles or services involved;
(d) The quantity involved; and
(e) Availability terms requested.

(3) Part MI A. should list each P&A estimate provided during the quarter to a
foreign country for air-to-ground and ground-to-air missiles or associated launchers, without
regard to the value of the possible sale. Each entry should specify the following:

(a) The name of the country to which the estimate was provided;
(b) A description of the missile including its designation and mission;
(c) The quantity involved; and
(d) The price estimate provided.

(4) Part III B. should list each LOR received from a foreign country during the
quarter being reported for the issuance of a letter of offer for air-to-ground and ground-to-air
missiles or associated launchers, without regard to the amount of the possible sale. Each entry
should specify the following:

(a) The name of the country which made the request;
(b) The date of the request;
(c) The defense articles or services involved;
(d) The quantity involved; and
(e) Availability terms requested.

To facilitate the development of Parts II and HII, IAs should informally coordinate the information
with counterparts in the DSAA Operations Directorate.

d. A P&A request is not:

(1) An oral request;
(2) A request for data on several systems (i.e., customer is going through a source

selection process); however, it becomes a reportable P&A request when the source selection is
complete; or

(3) A request for price/delivery data required to facilitate country decision-making
on overall equipment purchase plan or budget.

2. Excess Defense Articles (EDA) Sold Under FMS (RCS:DSAA(O)1 118),

a. House Report No. 96-70 on the International Security Assistance Act of 1979, dated
24 March 1979, requires quarterly reporting of all outstanding LOAs and accepted LOAs to sell
excess defense articles (EDA) through FMS procedures to foreign governments or international
organizations, specifying (1) implementing agency; (2) country; (3) case number; (4) acquisition
cost to the U.S. Government; and (5) sales value. The report will include spare parts supplied
from defense stocks at inventory price if they are specifically identified as EDA in the LOA, and
exclude grants or sales of: MAP redistributable and MAP Owned Materiel (MAPOM) property,
ships, scrap, and demilitarized EDA. Implementing agencies are encouraged to initiate separate
cases for EDA. However, if separate cases are not used, each case will identify the EDA item(s)
therein.
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b. The report should be prepared quartrly as of the last day of the last month of the
quarter and is due in the DSAA FMS Control and Reports Division, by the 15th of the following *

month. DSAA Operations is designated as the coordinating office for all EDA sold under FMS in 0
addition to prevailing coordination currently required in the SAMM for FMS cases. See Table E-2
for sample reporting format.
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TABLE E- I

Price and Availability Report (RCS: DSAA(Q) 1138)

PRICE AND AVAILABILITY REPORT (RCS: DSAA(Q)1138)

QUARTER ENDING
(Date) ___________(Agency)

PART I - PRICE AND AVAILABILITY ESTIMATES PROVIDED

DATE INFORMATION
PRICE PROVIDED LETTERS

COUNTRY DESCRIPTION OF ARTICLES/SERVICES QUANTITY ESTIMATE /MSG. REF.

PART II - REQUESTS RECEIVED FOR ISSUANCE OF LETTERS OF OFFER

P&A TERMS
DATE OF DATE REQUEST REQUESTED

COUNTRY REQUEST RECEIVED DESCRIPTION OF ARTICLES/SERVICES QUANTITY (IF ANY)

PART Ill. A. - PRICE AND AVAILABILITY ESTIMATES PROVIDED FOR
AIR-TO-GROUND AND GROUND-TO-AIR MISSILES AND LAUNCHERS

COUNTRY DESCRIPTION OF ARTICLES/SERVICES QUANTITY PRICE ESTIMATE

PART Il1. B. - REQUESTS RECEIVED FOR ISSUANCE OF LETTERS OF OFFER FOR
AIR-TO-GROUND AND GROUND-TO-AIR-MISSILES AND LAUNCHERS

P&A TERMS
DATE OF REQUESTED

COUNTRY REQUEST DESCRIPTION OF ARTICLES/SERVICES QUANTITY (IF ANY)

TABLE E- 1. Price and Availabity Report (RCS: DSAA(Q) 1138).
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TABLE E-2
Report of EDA Sold Under Foreign Military Sales

SAMPLE FORMAT
(Date - Last Day of
Repming Quarter)

Report of EDA Sold Under
Foreign Military Sales (RCS: DSAA(M) 1118)

(SeeNotes)

FMS Offers
Outstanding Cases Accepted

Sales Acquisition Sales Acquisition
Value Cost to USG Value Cost to USG

1. Country.
Case Number

2. Country.
Case Number

Total (Current Quarter)

Cumulative Total (Current FY to date):

Note 1: Include in the FMS Offers Outstanding column all FMS LOAs issues for EDA that
have been neither accepted nor cancelled even if issued prior to the reporting period.

Note 2: When a case moves from the cases offered column to the cases accepted column, record
the sales value and acquisition cost only in the cases accepted column.

Note 3: Delete cancelled cases from cumulative totals of subsequent reports and provide
countries and case numbers in footnotes of each report immediately following each
cancellation.

TABLE E-2. Report of EDA Sold Under Foreign Military Sales.
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TABLE E-3 **

(Reserved For Future Use.)
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TABLE E,4
DSAA REPORTS CONTROL SYSTEM

DSAA REPORTS CONTROL

maiw NREPOMT Ml REVISED NrPORT cRNPORT sURVEY

S. EKACT TITLiE OF REPORT "ECURITY CLASSIPICATION

4. RENORTING AG1EN$CES on ACTIVITIES

I. FIQUCNCT [S- ASOP DATE

1. *us DATS Sl. PRIOO• COVErEO GY INITIAL REPOONT

S. RECIPIENTS

IS. DOECRIPTION

II. JUSTIFICATION

IJ. IMPLEMENTING DIRECTIVE ON INITRUCTION (Me. A*@V O5N155

IS. ARE PORPIS INCLUOE[O W : Dv [:)"NO IF SO. NOW ARC THKY PROCURCOD

*4. METHOO OF TRANSMISSION

OF TRANSMITTED EILECTRICALLY. CAM DATA 0E FORWAMRDEO Y OTHER THAA ELECTRICAL MEANS ODUING vImM rZE'

IS.- UNOER WHAT CONDITIONS 1I REPORT AUTOMATICALLY CANCELLEDI

IS. DIRECTORATE APPROVAL

17. NMIKOMIKTipi OFFIrCE

IS. RESPONSIOLE•. S IONDUAL

IS. RIEPORTS CONTROL SYVNOL ASSIGNED

SAPROVEIDAY

TABLE E-3. DSAA Reports Control System.
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TABLE E-5
INSTRUCTIONS FOR PREPARATION OF DSAA REPORTS CONTROL FORM

DESCRIPTON OF DATA REQUIRED:

Item: Indicate whether this is a new report, an old report which is being revised, or the result
of a survey.

Item 2: Exact Title of Report. The tide will be carefully selected to be brief, descriptive of the
subject of the report, and not in conflict with titles of other reports.

Item 3: Security Classification. Indicate the highest classification that the data is expected to
contain.

Item 4: Repoting Agencies or Activities. Indicate agencies and/or activities that are required to
report under this Reports Control Symbol.

Item 5: Frequency. Indicate annual, semiannual, quarterly, monthly, etc.; however, do not use
bi-weekly, bi-monthly, or bi-annually as these terms tend to become misinterpreted; rather use
twice a week, every two weeks, every two months, etc.

Item 6: As Of Date. Indicate the last day of the reporting period; for example, the 15th of each
month, every Saturday, the last day of each quarter, etc.

Item 7: Due Date. Indicate the date the report is due to recipient by number of days following
"as of' date, e.g., 7 days, 30 days, etc.

Item 8: Period Covered by Initial Report Indicate the beginning and final date of period to be
covered by first report. This entry will remain blank when this form is used in connection with a
survey of reports.

Item 9: Recipients. Indicate a complete list of recipients of the report.

Item 10: Description. This information may be generalized but should reflect a clear and concise
summary of the data to be reported.

Item 11: Justification. This entry will be a full justification for the report Sufficient information
will be entered to permit the reviewer without further amplification to analyze and understand the
need for and specific use to be made of the data and what action can be taken based on the data
received.

Item 12: Implementine Directive or Instruction. Indicate the specific reference to the DOD
directive and/or instruction which will implement the proposed reporting procedures. If these is no
official DOD directive or instruction covering the proposed reporting instructions, indicate the
applicable reference number (I number).Please include two copies of specified implementing
directive, instruction, and/or implementing memorandum with application.

Item 13: Are forms included? Indicate if specific forms or formats are to be used in submitting
report. If so, indicate if they are to be supplied, procured, or prepared on an "ad hoc" basis by the
reporting agency.

TABLE E-5. (continued)
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Item 14: Method of Transmission. Indicate method of transmitting report, e.g., mail, pouch,
electrical means, etc. If transmitted electrically, indicate whether data can be forwarded by other
than electrical means during crisis situations when MINIMIZE is in effect. Extreme discretion
should be used when determining the need for electrical transmission during MINIMIZE.

Item 15: Under what conditions is report automatically cancelled? Are there any conditions under
which the proposed report would be automatically cancelled, i.e., specific period of time, national
emergency, etc.

Item 16: Directorate Approval. Indicate the directorate requesting the proposed report and the
signature of the director.

Item 17: Requesting Office. Indicate office requesting the Reports Control Symbol.

Item 18: Responsible Individual. Indicate the name, room number, and telephone number of
the official most knowledgeable in the field of the subject report.

Item 19: Re&orts Control Symbol Assigned. For new reports, this entry will be made by the
Reports Control Officer, for revised reports and report surveys, please include previously assigned
reports control symbol.

Item 20: Approved. This will be filled in by Reports Control Officer.

TABLE E-5. Continued.
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APPENDIX F

TRANSPORTATION COST LOOK-UP TABLE

A. PUPS: The purpose of this Appendix is to provide the procedures for development
and use of the Transportation Cost Look-Up Table. The purpose of the table is to provide to
applicable DoD components estimated actual transportation costs for items normally shipped in the
Defense Transportation System (DTS) (e.g., sensitive/hazardous end items) when costs using
standard transportation percentages are significantly different from actual charges.

B. PROCEDURES:

1. DSAA is responsible for recommending to OASD(C) those items which should be
included in a transportation cost look-up table. Upon OASD(C) approval, DSAA shall disseminate
the look-up table to the DoD Components by updating the table annually. SAAC is responsible for
application of the look-up table rates, when applicable to DD Form 1517 billings by the DoD
components for specific items on the look-up table. DoD components are responsible for:.

a. Making recommendations to DSAA relative to items and rates to be included in the
look-up table.

b. Using approved rates in LOAs prepared for items cited on the look-up table.

c. Updating look-up table rates to assure estimated actual DoD costs are reflected.

d. Providing information to the SAAC relative to the applicable delivery term code for
each DD Form 1517 billing processed to SAAC for items on the look-up table. If the priority
changes and the actual delivery of materiel does not correspond with the Delivery Term Code
(DTC) designated in the LOA, a Transportation Bill Code (TBC) indicating the actual method of
shipment is to be entered on the DD Form 1517 (position 59).

2. Each DoD component will provide to DSAA yearly (no later than 30 June) the recom-
mended rates for subsequent fiscal year which will be effective 1 October. The formats at Tables
F-I and F-2 will be utilized in forwarding such recommendations to DSAA. DoD components will
include the cost elements prescribed in the FMR, Section 0805. DSAA will evaluate data provided •
for recommended items and staff the addition of such items to the look-up table. DSAA will
review and staff the revised rates and disseminate the revised table to SAAC and applicable DoD
components by 31 August of each year by updating the Lookup Table. When a DoD component
determines that an established transportation charge requires adjustment, the recommended revised
rate will immediately be forwarded to DSAA. DoD components will utilize the rates on the look-up
table in the development of all letters of offer when transportation costs are identified for item (11)
of the LOA. The rates have been develope" and will be utilized as follows. ,

a. Code 6: FOB overseas port of discharge. US/DoD is responsible for
transportation from CONUS point of origin to and including ocean transportation to the overseas
port of discharge. Recipient country is responsible for vessel discharge, port handling and
subsequent arrangements and costs. (Note: For simplification and ease of management, DTC 6
will not be used for MAC shipments.)

F-I Change No. 6, 10 May 1994
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b. Code 8: FOB vessel--CONUS port of exit. US/DoD is responsible for
transportation from CONUS point of origin to and including unloading, handling, and storage
aboard vessel at port of exit. Recipient country is responsible for ocean transportation and
subsequent arrangements and costs.

c. Code9: FOB port of discharge (landed). US/DoD is responsible for transportation
from CONUS point of origin to and including vessel discharge and port handling at overseas port
of discharge. Recipient country is responsible for loading on inland overseas carrier equipment
and for subsequent arrangements and costs. (Note: For simplification and ease of management,
DTC 9 will normally be used for MAC shipments only, (not SAAM flight).

Special transportation requirements; e.g., SAAM flights, will continue to be identified in a line item **
on the LOA and applicable actual charges billed to the customer.

C. TRANSPORTATION COST LOOK-UP TABLE: The latest DSAA approved trans-
portation cost look-up table for selected items is located at Table F-3.

F-2 Change No. 6, 10 May 1994
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CONUS TRANSPORTATION COSTS

Est.
FMS Port of3  Actual Est.

NSN/ Weight Standard Proc. 2  Embark- CONUS4  Port
O 1 JIte M [ m Pi atio Inland QM

1 Items are those which appear to qualify based on previous data; NSNs must be added.
Additional major items should be added as appropriate.

2 Based on most current FMS offers.
3 Data should be provided for East Coast, West Coast, and Gulf port, if applicable.
4 Special factors such as security costs must be identified separately.

TABLE F-I. CONUS Transportation Costs.
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OVERSEAS TRANSPORTATION COSTS

Est. Est. Est.
Actual Actual Actual

FMS Overseas Overseas Overseas

NSN/ Weight Standard Proc. 2 Shipment3 "4  Shipment Port
I~JQE~ M... Mtofmihem Price Cm (Suzfac MA1eL)

1 Items are those which appear to qualify based on previous data; NSNs must be added.
Additional major items should be added as appropriate.

2 Based on most current FMS offers.
3 For each item two figures must be cited:

a. Shipments to Europe, Latin America, and Mediterranean Ports.
b. Shipments to Newfoundland, Labrador, Thule, Iceland, South America, Far East,

Ahican Ports (other than Mediterranean) and Near East.
4 Special factors such as security, demurrage, etc., must be identified separately.

TABLE F-2. Overseas Transportation Costs.

F-4



DOD 5105.38-M

TABLE F-3 **

TRANSPORTATION COST LOOK-UP TABLE
(Effective 1 JAN 94)

ARMY ANNEX

NSN ITEM CODY, £* DEA*CODE 9L
CHAPARR&AL

1410-01-095-3248, MISSILE, GM, $ 369 $ 204 $ 1,353
INTERCEPT AERIAL,
MIM-72E

1410-01-150-2863 MISSILE, GM, 379 204 1,389
WTERCEPT AERIAL,
MIM-71F

1410-01-216-3775 MISSILE, GM, 369 204 1,353
INI'ERPTF U AERIA,
MIM-72N

1440-00-937-3859 SYS, MISSILE, GM, 13,065 4,644 68,460
INTERCE•: AERIAL,
CARRIER MTD, M48

1440-01-069-8877 MISSILE, GM, 15,651 7,230 75,482
INTERCEPT AERIAI,
CARRIER MTD, M48A1

1440-01-106-3089 MISSILE, GM, 15,651 7,230 75,482
INTERCEPT AERIAI,
CARRIER MTD, M48A2

1440-01-181-6002 FLIR 331 243 1,371
1440-01-198-5892 MISSILE, GM, 15,651 7,230 74,049

INTERCEPT AERIAL, MTD,
M48A2E1

4935-01-104-9827 AN/I'SM-96A 12,138 7,345 44,342

1427-00-163-8959 MISSILE $ 144 $ 98 $ 495
1430-00-078-8340 TRACKER 765 754 1,228
1430-01-046-9594 NIGHT TRACKER 809 775 .1483

Hi3X.K

1337-00-484-8551 ROCKET MOTOR, Ml 12 $ 903 $ 687 $ 4,460
1410-00-234-3266 MISSILE 1,389 1,173 10,454
1410-01-173-9990 MISSILE, MEI 2,252 1,173 10,454
1430-00-103-5270 IPCP, AN/MSW- 11 13,950 6,508 48,667
1430-00-135-0267 ICWAR 7,726 2,834 28,003
1430-00-169-1859 ICC 14,604 6,967 49,530
1430-00-178-8453 PAR 9,695 3,233 35,687
1430-00-178-8454 ROR 7,239 2,735 23,106
1430-00-782-9816 HPI 13,867 6,817 46,309
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NSN Hm CODE 6* CODE * CODE

1430-00-880-3357 AN/rPQ-29 6,568 3,966 24,165
1430-01-042-4907 ICWAR/PIP, PHASE I 7,730 2,834 28,023
1430-01-042-4908 PARRIP, PHASE I 12,512 5,070 44,903
1430-01-042-4910 BCC/PIP, PHASE I 7,093 4,217 26,285
1430-01-042-4915 IPCP, PHASE I 13,950 6,508 48,667
1430-01-042-4918 ICC/PIP, PHASE I 14,359 6,917 49,050
1430-01-078-9643 HPI/PIP, PHASE II 13,867 6,817 46,309
1430-01-084-1130 IBCC, PHASE II 7,093 4,217 26.285
1430-01-084-1131 IPCP, PHASE II 13,950 6,508 48,667
1430-01-180-5318 PCP/PIP PHASE III 14,359 6,917 49,050
1430-01-181-5884 B&P, PHASE 111 14,359 6,917 49,050
1430-01-184-6768 CWAR/PIP PHASE II1 6,993 2,685 25,251
1430-01-191-8780 HPI/PIP PHASE 11 13,867 6,817 46,309
1440-00-602-5055 LSCB, PHASE I 124 110 503
1440-00-805-3012 LAUNCHER 6,985 3,972 26,445
1450-00-066-8873 LOADER, XM501E3 53952 2,066 19,890
4935-00-133-9770 SHOP EQUIP, 2,257 1,709 7,875

AN/TSM-112
W/SM 35 BEAM

4935-00-604-7460 IAFU OMC GRD 1,732 1,458 5,117
4935-00-782-1957 SHOP EQUIP, 6,568 3,966 24,165

ANiTSM-105
4935-00-880-4510 SHOP EQUIP, 6,568 3,966 24,165

AN/TSM-107
4935-01-042-4909 SHOP EQUIP, 6,568 3,966 24,165

AN/TSM-107PIP .,

4935-01-043-2244 SHOP EQUIP (NO. 1), 8,402 4,842 31,842
PHASE I

4935-01-051-8691 SHOP EQUIP, 6,568 3,966 23,744
AN/rSM-104

4935-01-067-3362 SHOP EQUIP, GM, 2,257 1,709 8,434
AN/TSM-120

4935-00-083-3128 SHOP EQUIP (NO. 8) 6,256 2,535 21,913
4935-01-083-3129 SHOP EQUIP (NO. 1), 8,402 4,848 31,848

PHASE II
4935-01-085-5618 SHOP EQUIP (NO. 9) 5,519 2,386 18,856
4935-01-085-5679 SHOP EQUIP (NO. 9), 4,226 3,678 12,455

PHASE II
4935-01-091-4450 TAS MAINT. KIT 1,974 1,289 7,397

PHASE II
4935-01-218-7088 SHOP EQUIP (NO. 8), 6,256 2,535 21,913

PHASE III
4935-01-218-7089 SHOP EQUIP (NO. 1), 7,844 4,123 25,473

PHASE III
4935-01-223-9122 T.A.G., PHASE II 2,962 2,688 9,440
4935-01-282-9256 SHOP EQUIP (NO. 20), 22,874 7,991 86,112

PHASE III
4935-01-286-5599 SHOP EQUIP (NO. 21), 22,135 7,252 84,837

PHASE III
5821-00-192-8668 TRANSMITING SET 124 110 402
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NSN H.EM coDE QcDLn i* DE!

HiELLFIRE

1401-01-126-4662 MISSILE 230 163 899
AGM-114A

1410-01-192-0293 MISSILE 230 163 897
AGM-114C

1410-01-332-2471 MISSILE 269 193 1,004
AGM-114F

HELICOPTER. UH-IH

1615-00-183-0834 TRANSMISSION 785 407 771
1615-01-056-4550 HUB ASSEMBLY, 523 334 682

MAIN ROTOR
1615-01-096-5427 HUB ASSEMBLY, 486 297 561

MAIN ROTOR
1615-01-145-3928 GEAR BOX 986 608 1,358
1615-01-168-2983 GEARBOX 1,060 682 1,432
1615-01-237-0512 HUB ASSEMBLY, 516 327 666

MAIN ROTOR
1615-01-310-4978 BLADE, ROTARY WING 745 367 835
1615-01-230-6218 GEAR BOX ASSEMBLE 377 188 323

INPUT
1615-01-306-6948 HEAD, ROTOR WING 1,899 1,143 2,335
1615-01-075-5283 HUB ASSEMBLY, 1,753 997 1,978

MAIN ROTOR
1615-01-106-1903 MAIN ROTOR BLADE 1,067 500 1,089
1615-01-284-6419 MAIN GEAR BOX, 1,060 682 1,432

MODULE
1615-01-252-6376 TRANSMISSION 1,193 815 1,756
1650-01-273-7608 SERVOCYLINDER 334 145 190
2840-01-093-7451 ENGINE 815 437 1,032
2840-01-979-1003 ENGINE 813 437 817
2840-01-284-4011 ENGINE 512 323 656
2835-01-172-6200 ENGINE, GAS TURBINE 382 193 336
2915-01-005-9197 FUEL CONTROL 334 145 177
2915-01-216-9779 FUEL CONTROL 334 145 177

MLBS

1055-01-192-0358 LAUNCHER (201 CONFIG.) 16,086 6,686 112,999
1055-01-251-9756 LAUNCHER (202 CONFIG.) 16,086 6,686 112,999
1055-01-329-6826 LAUNCHER (203 CONFIG.) 16,086 6,686 112,999.
1340-01-122-3506 ROCKET POD, TACTICAL 2,180 1,371 14,506
1340-01-149-0918 ROCKET POD, PRACTICE 2,180 1,371 14,506

1410-01-087-6343 GM, INTERCEPT AERIAL, 3,851 2,232 12,536
MIM-104

1410-01-205-7066 GM, INTERCEPT AERIAL, 3,851 2,232 12,536
MIM-104-A
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ESN rrnM CQDE. CODE £CODE..

1410-01-267-6685 GM, INTERCEPT AERIAL, 3,851 2,232 12,536
MIM-104-B

1410-01-286-9689 GM, INTERCEPT AERIAL, 3,851 2,232 12,536
MIM-104-C

1430-01-087-6330 RADAR SET, AN/MPQ-53 30,100 11,692 124,515
1430-01-087-6337 AN/MSQ-116 28,034 10,997 103,973
1430-01-087-6338 AN/MGQ-104 29,034 10,997 106,501
1430-01-131-5373 ANTENNA MAST GROUP 26,931 10,481 110,033

OA-9054 (V) 4QG
1430-01-239-6723 MODULATOR 1,005 811 4,944
1430-01-260-4963 EXCITER GROUP 1,389 1,355 2,902
1430-01-111-2419 MICROWAVE DEVICE 325 235 1,227
1430-01-092-4032 EXCITER 1,376 1,349 2,851
1430-01-234-1498 M[CROWAVE DEVICE 509 380 1,830
1430-01-219-5560 COOLER IJQUID 951 795 4,046
1430-01-139-9738 EXCITER GROUP 212 175 728
1430-01-110-2668 ELECTRON TUBE 25 208 975
1430-01-131-5427 AN/MRC-137 27,635 10,598 97,553
1440-01-087-9844 M901 LAUNCHING 27,635 10,598 97,768

STATION
2330-01-130-7980 SEMI-TRAILER, 24,499 9,812 84,664

MAINTENANCE
4935-01-136-0233 GM, SYSTEM 24,499 9,812 85,277

SHOP EQUIPMENT
4935-01-134-8713 GM, SYSTEM 24,499 9,812 104,263

SHOP
4935-01-182-0578 MAINTENANCE CENTER 26,696 10,442 102,521

CONTACTITEAM
5960-01-091-0668 ELECTRON TUBE 233 185 784
6130-01-109-9112 POWER SUPPLY 1,196 902 5,705

RF, DI

1425-00-930-9923 M41 GUIDED MISSILE 124 89 343
1425-01-078-9258 M41 MISSILE W/METL CONT. 130 95 445
1425-01-078-9259 M41 MISSILE ASSEMBLY 124 89 343
6920-00-809-0399 GUIDED MISSILE TRAINING SET 353 328 886

STINGER

1425-01-024-9982 WPN ROUND 197 132 570
1427-01-024-9967 MSL ROUND 148 83 521
1427-01-219-7116 WPN ROUND, LESS 154 92 491

GRIPSTOCK
1427-01-325-3158 MISSILE ROUND 126 86 482
1427-01-325-3160 WEAPON ROUND, PARTIAL 139 90 487
1440-01-170-8618 GRIPSTOCK - CONTROL 39 36 105

GROUP
1440-01-281-9458 GRIPSTOCK, CONTROL GROUP 39 36 99
6920-01-024-6948 THT 303 271 933
6920-01-246-0701 CAPTIVE FLIGHT TRAINER 303 271 867
6920-01-283-7826 TRAINING SET 303 271 933
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NSNM CODEL± CODE± so cm 2

THERMAL IMAGERY

5855-01-037-7340 NIGHT SIGHT, 614 603 1,205
AN/TAS-6

5855-01-037-7341 ANrAM-3 217 206 1,022

5855-01-083-9051 AN/UAS-11 750 668 2,398

5855-01-154-3871 AN/TAM-3A 516 386 1,904

5855-01-173-0808 NIGHT SIGHT, 654 622 1,748
AN/UAS-12B

TOW

1410-01-007-2507 MISSILE 123 885 485

1410-01-(07-2508 MISSILE 118 83 474

1410-01-106-8514 I-TOW 123 88 485

1410-01-135-2092 TOW-2 MISSILE 123 88 485

1410-01-137-9976 MISSILE, PRACTICE 118 83 474

1410-01-180-6790 I-TOW MISSILE W/jLM 123 88 485
&MVIC

1410-01-229-9948 MISSILE 123 88 485
1410-01-257-7583 I-TOW MISSILE 123 88 485

1410-01-257-7584 TOW MISSILE, W/CLM 123 88 479
1410-01-257-7585 TOW PRACTICE MSI, 118 83 474

W/cLM
1410-01-300-0254 TOW-2A MISSILE W/CLM, 123 88 485

BGM-71E-IB
1410-01-301-0815 TOW-2 MISSILE W/CLM, 123 88 485

"BGM-71D-IB
1410-01-303-5172 TOW-2 MISSILE 118 83 474

1410-01-309-8302 TOW PRACTICE MISSILE 118 83 474
W/CLM, BTM-71A-lB

1410-01-309-8303 I-TOW MISSILE WCLM, 123 88 485
BGM-71C-2B

1410-01-313-5364 TOW PRACTICE MISSILE 118 83 474
W/CLM & DEU

1410-01-313-5365 I-TOW MISSILE, 123 88 485
W/CLM & DEU

1410-01-313-5366 TOW-2 MISSILE 123 88 .485

1410-01-313-5367 TOW-2A MISSILE 123 88 485

1410-01-322-5333 TOW-2B MISSILE 123 88 485

1410-01-343-8924 TOW, PRACTICE 123 88 485
MISSILE BTM-71E-2B

1410-01-370-2288 TOW,2A MISSILE 123 88 485

1440-00-169-1764 LCHR 1,885 1,611 4,384

1440-01-104-9834 LCHR, TUBULAR, GM, 1,885 1,611 4,776
TOW-2

1440-01-271-3015 TOW-2 LAUNCHER 1,885 1,611 4,785

1440-01-298-9788 TOW-2 LAUNCHER 1,885 1,611 4,785

4935-00-150-5905 CSS 3,099 1,867 12,555

4935-01-070-3426 FIELD TEST SET 856 582 3,461

4935-01-082-7023 iCSS 3,099 1,867 12,555

4935-01-114-3919 CSS, TOW-2 3,099 1,867 12,555

F-9 Change No. 6, 10 May 1994



DOD 5105.38-M

NS rrEM CO 6* CODE *, CODE *

4935-01-142-9561 FIELD TEST SET, TOW-2 856 582 3,461
4940-01-154-3957 IMP. CSS, TOW-2 3,231 766 18,348
5855-01-083-9053 NIGHT SIGHT, 805 773 1,771

AN/TAS-4A
5855-01-152-8781 NIGHT SIGHT, 805 773 1,771

AN/UAS-12A
5855-01-245-8689 ANAJAS-12A 805 773 1,771
5855-01-301-0158 NIGHT SIGHT, ANAUAS-12C 805 773 1,771
6130-01-018-9786 BATTERY CHARGER 208 176 717
6920-00-179-7320 M70 TRAINER, TOW 929 655 ,404
6920-01-145-6098 M70 TRAINER, TOW-2 929 655 3,404

NAVY ANNEX

HARM MISSILE

1337-01-162-3421 ROCKET MOTOR SECTION 1,290 1,216 1,820
1337-01-162-3422 WARHEAD SECTION 1,290 1,216 1,820
1410-01-242-4880 TACTICAL MISSILE 4,715 4,115 9,683
1420-00-237-4082 GUIDANCE SECTION 1,290 1,216 1,820
1420-01-241-5790 CONTROL SECTION 1,290 1,216 1,820

HARPOON MISSILE

1410-01-139-1741 RGM-84D-3 1,350 972 6,641
1410-01-181-8546 AGM-84D-1 867 611 4,846
1410-01-181-8548 RGM-84D-1 1,309 932 6,557
1410-01-181-8549 UGM-84D-1 2,728 988 7,352
1410-01-198-7063 RGM-84D-4 1,356 979 6,940

MK 46 TORPEDO

1356-01-282-4662 TORPEDO, MK 46 769 494 3,658
MOD 5A(S)

SIDE WINDER MISSILE

1336-01-017-4030 SAFETY-ARMING 38 20 276
DEVICE (S&A)

1336-01-044-7430 WARHEAD 67 34 280
1337-01-145-1963 ROCKET MOTOR (RM) 229 117 760
1420-01-101-8233 TARGET DETECTOR 312 306 904

(AOTD)
1427-01-114-2054 GUIDANCE & CONTROL 628 607 1,292

SECTION (GCS)

SPARROW MISSILE

1410-00-149-3507 AIM-7M 4,317 3,637 3,834
1410-00-149-3508 AIM-7M 2,274 1,988 3,896
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NSA ITEM £QDLCCODE 92 COES* Lg
P-3 AIRCRAFT

MODEL# 6846954 T-56A 14 ENGINE 4,076 2,589 7,409

AIR FORCE ANNEX

MAVERICK MISSILE

1336-00-883-5361JB WARHEAD 209 190 441
1336 00-883-5360 BOOSTER WARHEAD 194 185 197
1336-00-432-2682JB ARMDEVICE 301 292 297
1337-01-118-4657 ROCKETMOTOR 252 207 487
1410-00-238-1486JE AGM-65A 648 360 1,613
1410-01-101-8490JE AGM-65A 648 360 1,613
1410-01-089-2505JE AGM-65B 648 360 1,613
1410-00-125-6760JE AGM-65B 648 360 1,613
1410-01-244-5628JE AGM-65G 707 382 2,293

AMRAAM

1410-01-301-3317A1 AIM-120 215 124 931

SIDEWINDER MISSILE

1410-01-135-2771AB AIM-9L 140 75 510
1410-01-137-5971AB AIM-9E-2 140 75 510
1410-01-137-5972AB AIM-9P-3 140 75 510
1410-01-162-9395AB AIM-9M-3 140 75 510
1427-01-255-3015XZ AIM-9P-4 GCS 27 14 99
1427-01-342-3811XZ AIM-9P-4 GCS 27 14 99
1427-01-346-8789XZ AIM-9P-4 GCS 27 14 99

SPARROW MISSILE

1410-01-168-3591BL AIM-7M 269 148 1,059
1410-01-168-3592BL AIM-7M 269 148 1,059
1410-01-308-3789BL AIM-7M 269 148 1,059
1410-01-308-3788BL AIM-7M 269 148 1,059
1410-01-135-6176BL AIM-7E 262 146 968

*If the priority changes and the actual delivery of materiel does not correspond with the Delivery
Term Code (DTC) designated in the LOA, a Transportation Bill Code (TBC) indicating the actual
method of shipment is to be entered on the DD Form 1517 (Position 59).
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A ASD (Assistant Secretary of Defense)
(C). 300-2, 1301-1

AECA (Arms Export Control Act) (ISA), 902-1
Authority, 200-1 (ISP), 902-I
BrookeAmendment. 1001-3.1100-3 Acceptance of Offer, 701-9
Chapter 6 Leases, 1200-1 Accessorial Rates, 1307-9
Eligibility, 202-1 Acquisition, 801-1
Section 1. Sales Policy, 202-2 Addresses of LOA Processing Activities,

2 Foreign Policy. Sec of State 2(b). 202-1 701-10
2b Suspension, Cancellation, 203-8 Administrative
3(aXl) Prs Determination, 202-1 Budget, 1302-1
3(a)(2) Transfer, 203-1,600-3 Charges, 1307-4, 1307-5
3(c) Violations, 203-1,900-2 Expenses, SDAF, 1400-2
3(f) Terrorism, 203-1.900-2 MAP, 1302-2, 1302-5
4 Proper Use of Materiel, 203-1.900-2 Advance
5. 6 Prohibition Against Discrim, Intim, Notification Data, 703-14

Harass. 202-2 Section 36(bXl) Notification, 703-1.703-3
21 Sales From Stock, 202-2, 1307-2 Agent Fees, 801-1, 801-4

Cancellation, 401-3 Agents/Appointment, 801-6
Payment US Dollars, 202-4 Air Travel, Commercial, 202-4
Payment in Kind (barter) 21(h), 202-4 Aircraft Movement, LOA, 701-27
Diversions 21(i), 802-2 Amendments (to LOAs), 701-3, 701-23,

22 Procurement for Sales, 202-2 804-1, 804-7
Cancellation, 401-3 Acceptance. 804-9

23 Credit Sales, 202-4. 900-1 (See Credit/ Coordination, 1301-1
Loan/Fmancing) Countersignature, DSAA, 701-3, 804-1,804-2

24 Guaranties, 202-5,900-1 (See Credit/ Pen and Ink Changes, 701-10, 804-1
Loan/Financing) Preparation, 804-5

25 Annual Report, 902-1 Sample, 804-7
27 Cooperative Projects, 1401-10 Ammunition, LOA, 701-8

Cancellation, 401-3 Anti-Terrorism Training, 203-2
Certification, 1401-13 Apportionment, 902-1
Implementation, 1401-12 Appropriations, 200-1
Waivers/Reduction of Charges, 1401-12 Approval

26 Security Assistance Surveys, 401-2 Authority, SecState, AECA/2(b), 202-1
29 Foreign Military Construction Sales of the DSAA, 1401-9

(FMSCS), 202-3,401-3 Armaments Cooperation Programs, 300-10
30 General Authority, 200-1,401-3 Arms Control, AECA/38(a)(2) 42(a)(3),

GFE/GFM. 603-1 FAA/S11, 202-1
35 Termination, 202-2 Arrearage, Late Payments, 1309-1
36(b) Congressional Notifications and Reports Articles
of FMS, 401-3. 703-1 from Stock, 1307-2

37 DoD Use of Credit Payments, 202-4 from Procurement, 1307-3
38 Arms Control, 38(a)(2), Munitions List, Assistance-In-Kind, 1302-2

38(a), 202-1 Atomic Energy Act, 202-2
42(aX3) Arms Control, 202-1 Audits and Inspections, 1303-1
42(b) Coproduction Notification by DoS, Authorized Charges, 1307-4

900-3, 1401-3 (See Costs/Pricing)
42(c) Credit Funds Procure Outside US, 202-2,

MAP 1100-2 B
42(e) Suspension, Cancellation, 203-8,401-3
47 Defense Articles/Services, 202-1, 1002-2 Baggage Weight Allowance for IMS,
47(7) Direct Commercial Exports, 202-1 1001-8
51(aX3) Logistics, 802-1 Billing, 1308-1, 1308-2
61-64 Leases, 203-3 DD-COMP(M) 1517, "FMS Detail Billing

AIASA, (Annual Integrated Assessment Report," 1308-1
for Security Assistance), 401-2, DD Form 645, 'FMS Billing Statement,"
"902-1, 1000-2 1308-2
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Delinquent Accounts, 1309-1 File, 1306-1
Elements, 1308-2 Identifier, 1500-1
FMS Delivery Listing, 1308-2 Implementation and Execution, 800-1
Interest Assessment, 1309-2 Level Accounting. 1304-6
Key Dates, 1304-10 Reconciliation, 1305-1
Office, 1308-3 Changes
Quarterly, 1308-2 in Scope, 804-1

Blanket Order Cases, 700-2, 700-3 Pen-and-Ink, 701-9,804-1
Items Restricted, 700-4 to LOA, 701-23
Training, 700-4 Charges, FMS Summary, 1307-10

Bona Fide Agent, 801-4 Civilian
Brooke Amendment, 1001-13, 1100-3 Commissary and Exchange Privileges, 1004-1
Budget Authority/Execution Institutions, Training at, 1002-2

Administrative Budget, 1302-1 Ranks, Descriptions of, 1005-1
Closure, 1305-2 Training of, 1002-2
DD Form 2060 (Obligational Authority), 1302-1 Classified Information, Articles/Services,
DD Form 2061 (Planning Directive), 1302-1 502-1
Reconciliation, 1305-1 AECA 36(b) Notifications, 703-1
SAO Budget, 1302-1 Case Level Data, 502-4

Budget Call, 1302-6 Courses, Attendance, 1004-1
Budget Year Priority Codes, IMET, 1001-9 Declassification, 502-2,502-5
Buyout, 802-4 Diplomatic Mission, 502-5

Direct Commercial Contracts, 900-3
C Disclosure, 501-1

FMS Agreements, 502-4
C-12 Management, 1303-6 (See SAO) False Impressions. 501-2
CAS (Contract Administration), 1301-3, Foreign Country Equivalent Classifications,

1301-9, 1307-9 503-10
Outside the U.S., 702-4 Foreign Government Responsibilities, 400-1
Reciprocal Agreements, 1301-9 Industrial Security, 501-2
SDAF, 1400-5 Materiel, Access, 1004-1

CCBL (Collect Commercial Bill Lading), Plans and Programs, 502-4
802-8 Program Data, 502-4

CLSSA, 700-4, 802-1 Shipments of Materiel, 501-3, 501-4
FMSO I, II, 700-4, 1307-5 Transmission of Materiel, 501-3
Non-CLSSA, 802-2 Transportation, 802-8

COMSEC, 600-5 Closure/Case, 1305-2
CPD (Congressional Presentation Code(s) (See Country/International

Document), 902-1 Organization Information)
CRA, 200-1 Budget Year Priority, 1001-9
Cancellation(s), 1307-4 Country/Organization. 600-7

Administrative Fee, 1307-4, 1307-5 Delivery Term, 701-21
Charges, 1307-5 Freight Forwarder, 701-22
of SA AECA/2(b), 42(e), 203-7,203-8 Generic Code, 701-4, 1503-3, 1503-6, D-9, D-27

Capitalization, SDAF, 1400-2 LOA Designator, D-73
Cash MDE/Non-MDE Indicator (MASL), 700-2.

Prior to Delivery, 1301-6 701-20, D-II
with Acceptance, 1301-6 Mark For, 701-22

Cash Flow Financing, 900-3 National Stock Number, D-13
Case(s) (See LOA) Offer Release, 701-21

Blanket Order, 700-2 Record Serial Number, D-15
Cancellation, 1307-4,1307-5 Routing Identifier Code (MILSTRIP), D-12
Case Management, 704-1 SDAF, Delivery, 1400-9
Case Manager, 704-4 Serviceable, 701-20
Closure, 1305-2, 1307-5 Source, 701-20, 1301-7
Cooperative Logistics Supply Support Training, Analysis, IMET, 1001-10

Arrangements (CLSSA), 700-4 Type of Assistance, 701-20, 1301-5. 1301-7
Defined Order, 700-2 Unit of Issue, D-18
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Collection of FMS Payments, 1304-5, Contract Field Services (CFS) Personnel,
1304-10 1003-6
SAAC, 1309-1 Contract Termination, 203-8
(See Payments) Contractor(s)
Trust Fund Accounts, 1304-5 Certification, 902-82

Commercial Exports, AECA/47(7), 202-1 Certification and Agreement, 902-87
Commercial Interface with SAOs, 602-3 Essential ContractElements, 902-86

(See Direct Commercial Sales) Financing (see Credit/Loa mancing)
Commercial Purchases, 902-4 Holdback, 701-2

Cargoes Financed with FMS Loan Funds, 902-4 Training, 1002-2
FMS Credit Guidelines, 902-5 Contractual Process
Policies and Procedures, 902-4 Foreign Country Involvement, 502-5

Commercial Sales (See Direct Release of Data, 502-5
Commercial Sales) Contributed Currencies, 1302-2

Commissions, 801-1, 801-4 Control of Foreign Representatives, 501-2
Commitments, Delivery, 202-3 Cooperative Logistics Supply Support
Committees Arrangements (CLSSA), 700-4

on Foreign Affairs (House), 703-2 Cooperative Projects, 1401-10
on Foreign Relations (Senate), 703-2 Coproduction, 502-3, 1401-1, 1401-2

Communications Security (COMSEC) DSAA Advice to DoS, 1401-4
Programs, 600-5 Correspondence Courses, 1001-3

Communist Controlled Countries, Cost(s)/Pricing, 1307-1
FAA/614(a), 620(F), 203-1 Administrative Charges, 1307-4

Condition Code, 701-20 Accessorial Charges
Conferences, Costs, 702-2 PC&H, Transp, Prepositioning, Staging,
Congress, 300-1 1307-4

Appropriations, 902-1 Accuracy, 1304-3
Authorizations, 902-1 Agent Fees, 801-1,801-4
CPD, 902-1 Articles from Procurement, 1307-3
Delegations (CODELS), 1303-6 Articles from Stock, 1307-2
Reports Inventory, E-10 SDAF, 1400-5
Section 36(b) Notifications, 703-1, 703-14, Asset Use, Tooling/Facility Rental, 1307-8

703-15, 1401-2 AttritionlTraining, 1307-8
Advance Sec 36(b), 703-3 CAS, 1307-9
Statutory Notification Data, 703-18 Reciprocal Agreements, 1301-9
Submission Classification, 703-10 CLSSA, FMSO 1, 11 Cancellation, 1307-5
Submission Criteria, 703-6 Case Cancellation, 1307-4
Submission Military Justification, 703-17 Commissions, 801-1, 801-4
Submission Procedures, 703-8 Conferences, 702-2
Submission Sensitiity of Technology, Direcu/ndirect., 1307-1

703-20, 703-22 Estimated Prices, 1307-1
Constraints on Purchaser Eligibility, Extraordinary Eqpnes, 1000-4

203-1, 600-1 Finn Prices, 1307-2
Communist-Controlled Countries, FAA/614(a), Logistics Support Charge, 1307-6

620(F), 203-1 Nonrecurring Cost, 1307-6
Narcotics, FAA/481(h), 203-1 Quality Assurance, 1307-9
Nationalization of US Property, FAA/620(e), Recoupment Waivers, 1301-2

203-1 Recovery, Full, 202-4, 1301-1
Police Training, FAA 660,203-1 Replacement Factors, 1307-2
Proper Use of Materiel, AECA/4, FAA/502, Pricing-Services (MAP), 1100-2

203-1 SDAF, 1400-5, 1400-6
Terrorism, AECA/3(O, FAA/620, 203-1 Secondary Items, 1307-2
Transfer, AECA/3(aX2), FAA 505(a), 203-1 Segregating and Accounting, 1304-7
Violations, AECAV3(c), FAA 505(d), 203-1 Single Selling Price, 1307-1

Construction Sales, AECA, See 29, 600-4 Summary of FMS Charges, 1307-10
Contingency Requirements, 702-3 Surveys, 702-2
Contract Administration, See CAS Training, 1307-1
Contract Audit Services, 1307-9 Transportation Cost Look-Up, F-I
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Tuition Rates, 1002-2 Implementation. 902-1
Waiver of Admin, 1301-3 Interest Rates, 902-2
Waiver Issuance, 902-2

Cooperative Projects, 1401-12 Licensed Production, 900-3
of NC, 1301-2 Loans, 902-2
of QA. Audit, CAS, 1301-3 Agreement, 902-39

Waiver of Tooling Rental, 1301-2 Direct. 902-2
Countersigmature/DSAA, 701-3, 804-1 Multiple Sources, 1301-8

Not Required, 804-2 Notification by Country of Requirements for Direct
Counterterrorism Training, 203-1 Acquisition. 902-83
Country/International Organization Ocean Transporton Waivers, 902-34,902-56

Information Offshore Procurement, 902-5
Code, FMS, 600-7 Payment&Use by DOD, AECA/37, 202-4
Unified Commnud, 600-7 Procurement Outside US, AECA/42(c), 202-2
Congressiona Region, 600-7 Prohibitions Against D 900-2
AECA Eligibility, 600-7 Promissory Note, 902-46
Dqpendil Undertaking Authorized, 600-7 Repayment, 202-4, 902-3, 902-6
Defense Tramnspraion Service Auhorized, 600-7 T1ird Prty Transfers, 900-3

Country Liaison Personnel, 1004-3 Transportation, 802-6,902-4,902-80,903-1
Country Representatives, 602-4 Use of Financing, 901-1
Country Responsibility, 600-2 Violation, 900-2
Credit/LoaonsFinancial Management, 202-4 Cross

AECA. 900-1 Service Training, 1000-3
Administration, 1301-8 Training, Sequence, or Prerequisite Training,
Agent Fees, 902-80 1001-12
Approval, 901-1.902-3, 902-74/75 Current Year Training, 1001-12
Authorization, Appropriation, Apportionment, Custom Clearance, 503-1, 503-3

902-1 Reporting of Exports, 503-3
Brooke Amendment, 902-7
Ceiling, 900-2 D
Classified Materiels, 900-3
Commercial Purchases, 902-4 DD COMPT (M) 1517 FMS Detail Billing
Commercial Letters of Credit, 902-80 Report 1308-1
Commitment of Funds, 902-3 DD Form
Concessionary, AECA/23, 202-4 645 (FMS Billing Statement), 1303-1, 1308-2
Contractor, 902-75,902-78 1513 (Replaced with LOA)
Contractor Cetification, 902-82, 902-87 1513-1 (Replaced with Amendment)
Conversion Non-Credit to Credit, 902-3 1513-2 (Replaced with Modification)
Coxhactiwvcensed Production, 900-3 DISAM (Defense Institute of Security
DCS Guidelines, 902-78 Assistance Management), 704-5
DSAA Approval, 902-3 DISCO (Defense Industrial Security
Designation of Authority, 902-50 Clearance Office), 501-3
Direct Commercial Contracts, 503-5, 900-3, 902-4 DLA, 300-2
Direct Credit, 900-1 DLIELC (Defense Language Institute,.
Disbursement, 902-4 English Language Center), 1003-1
Eligibility, 901-1 DoD (Department of Defense), 300-1
Essential Contract Elements, 902-86 DoDD
Essential Items, 202-4 2040.2, International Transfer of Technology,
Exceptions, 901-1 500-2
Excess Funds, 1304-5 4410.6 UMMIPS, 802-5
Export-Import Bank, 900-2 5320.11 Disclosure of Classified Information,
Federal Financing Bank, 902-2 501-1
Fiscal Provisions, 900-3 DoDI 5230.20, Policy and Procedures for
Foreign Intimidation/Harassment, 900-2 Control of Foreign Representatives, S01-2
Grant Agreement, 902-59 DoDIG (DOD Inspector General), 1303-3
Guaranteed Loans, 900-1 - 900-3,902-2
Guaranties, AECA/24, 202-5, 900-1
Guarantor (DSAA), 902-8

Index-4 Change No. 6, 10 May 1994



DOD 5105.38-M

DoDM (Manual) Delivery
5105.38-M, SAMM, 100-1 Codes, SDAF, 1400-9

Applicability, 100-1 Commitment Date, 802-5
Distribution, 100-2 Commitments. 202-3
Purpose, 100-1 Reporting, 1308-1

DoS (Departmew of State) Schedule (LOA), 701-5
DSP 61 (Lic- se for Unclassified Temp. Import), Term Code 701-21 (See Billing)

503-4 Demilitarization, DOD 4160.21-M-1, 600-3
DSP 85 (License for Classified Expor/Import), Dependable Undertaking

503-5 Arrangements, 1301-6,600-7
DSP 94 (Authority to Export Defense Articles/ Authorizations, 600-7

Services). 503-1 Design and Construction Sales, AECA,
DSAA, 300-2 Sec 29, 600-4

1000 MatererUraining System (MAP, MASF, Designator (LOA) Code, D-73
[MET), 1502-1 Direct

1200 FMS Information System, 502-3, 1500-1 Costs, 1307-1
Abbreviated fites used in, 1501-4 Entry ECL Failure Forfeiture Charge, 1003-3
Availability of Reports, 1501-1 FMS Credit, (See CredimLoain/iancing)
Case Level Records, 1500-1 Loans, 902-2
Case Level Reports, 1501-3 Direct Commercial Contracts, Classified,
Case Listing Report "C", 1501-4 900-3
Congressional 36(b) Case Dates, 1501-4 Direct Commercial Purchases, 9024
Report Descriptions, 1501-2 Direct Commercial Sales (DCS), 601-1,
Requests for System Reports. 1501-1 1307-7
Summary Management Reports, 1501-3 Agent Fees, Credit, 902-80
Types of Data, 1500-1 Commercial versus FMS, 602-2

Coproduction, 1401-9 Concurrent DCS and FMS Negotiations, 601-1
Countersignature, 701-3, 804-1, 804-2, 804-3 Contractor's Certification, Credit, 902-82
Declassification, 502-5 DSAA Country Approval Letter, Credit, 902-74
LOA Coordination, 701-2 DSAA Supplier Approval Letter, Credit, 902-75
Report Submissions, 502-5 Exclusions, 601-2
SDAF/IA Loan Agreement, 1400-16 FMS Credit Guidelines, 902-5,902-78

DTS (Defense Transportation System) 802-7 Nonrecurring Costs, 1307-7
Countries Authorized, 600-7 P&As and LOAs, 601-4

Data Preference, 601-1, 601-3
Element Dictionary, D-I SAO Relations, 602-1,602-3
Elements (list), Case Manager, 704-7 Transponrio, Credit, 902-80
Required by the DSAA (TDP), 1401-18 USG Approval, 601-1
Sheet for TDP Transferred for Operation and Disbursement Authorities, 1304-6
Maintenance, 1401-26 Disclosure, 501-1

Sheet for TDP "-ansferred for Study or Production, Discrepancy Reporting (See RODs)
1401-27 Disposal of US Origin Items, 600-2

Dates in FMS Billing and Collection, Disposal of MAP Materiel, 1101-2
1304-10 Diversion of Materiel, 202-3, 802-2

Debts, Delinquent/Interest, 1309-2 Documents included with LOA
Defense Articles/Services, AECA/47, 202-1 Countersignature, 701-2
Defense Cooperation in Armaments (Defense Drawdown, FAA/S06, 201-1

Industrial Cooperation), 300-1
Defense Language Institute, English E

Language Center (DLIELC), 1003-1
Defense Logistics Agency (DLA), 300-2 Economic Order Quantity (EOQ), 700-8
Defense Transportation System (DTS) Eligible Countries/Organizations, 202.1,

Authorized, 600-7 600.1, 600-7
Defined Order, 700-2 Constraints, 203-1
Delinquent Accounts, 1309-1 Financing, 901-1

Emergencies, See SA Wartime, 401-3
English Language Training (ELT), 1003-1
Essential Contract Elements, 902-86
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Estimated Prices, 1307-1 Sales), 202-3
Excess Defense Articles (EDA), 803-1 FMS

AECA Sec 31(d), 803-1 Administrative Budget, 1302-1
ControlCongress, 803-2 Billing Statement, 1308-2
FAA 502A, 516, 517, 518, 519, 803-1 Case, 800-1
LOA, 701-4 Closure, 1305-2
P.L. 101-513, Sec 548, 803-1 Delivery Listing, 1308-2
Reporting, E-2 Detail Billing Report (DD-COMP(M) 1517),
Surveys, 803-2 1308-1

Execution, LOA Phase, 800-2 Direct Credit, 900-1
Executive Agent for SAAC, 1301-1 Eligibility, 202-1
Exercises, Bilateral, Combined or Constraints on, 203-1

Multilateral, 1002-1 Fmianced Purchases Credit, 902-3
Expanded IMET, 1001-1 FMSO I, 700-4
Expenditure Authority, 1304-6 FMSO II, 700-4
Explosives, LOA, 701-8 FORDTIS (Foreign Disclosure and
Export Technical Information System), 501-1

Controls, 500-1, 501-1, 502-1, 503-1, 1401-1, FTS (Field Training Services), 1003-5
-5,-I5 False Impressions, 501-2

Transportation, 802-10 Familiarization Training, 1003-3
Export-Import Bank, AECA/32, 202-S Federal Financing Bank Loans, 902-2
Extended Training Service Specialists, Ferrying, Aircraft, 701-27

1003-5 Fifth Quarter Training, 1001-10
Extraordinary Expenses, 1000-4 Financial (Management)

Accuracy/lnacciwcies, 1304-3
F Analysis, 701-2

Analysis Worksheet (SDAF), 1400-7, 1400-14,
FAA 1400-15

Authority, 200-1 Annex, 1304-1. 1304-8
Chapter 2, MAP Eligibility, 201-1 Cost Recovery (see Costs)

481(h) Narcotics, 203-1 Export-Import Bank, AECA/32, 202-5
502 Proper Use of Materiel, 203-1, 1101-1 Initial Deposit, 1304-2, 1304-6
503 Loans of Defense Articles, 1201-1 LOA, 701-22
503(aX3) "Map Merger", 201-1 Non-Profit (LOA), 701-17
505(a) Transfer, 203-1.600-3, 1101-1 Payment Schedule, 1304-1
505(d) Violations, 203-1 Payment Schedule, Revisions, to, 1304-3
506 Special Authority/Drawdown, 200-1, Payment, US Dollars, 202-4

201-1, 1102-1 Policies for Pricing, 1307-1
506(a) Emergency Drawdown, 1101-1, 1102-1 Review Program, 1303-5,1303-11

MANPADS, 203-4 Total Cost Recovery (LOA), 701-18
506(b) Authority, 1102-2 Financing (See CreditLoans/Financing)
506(c) Appropriation, 1102-2 Eligibility, 901-1
511 Arms Control, 202-1 Terms of Sale, 1301-6
515 Overseas Management of Assistance and Firm Prices, 1307-2

Sales Programs, 300-3,400-1 Foreign
516 NATO Southern Region, Affairs Committee (House), 703-2
517, 1100-2 Cooperative Projects, AECA, Sec 27, 1401-11
551 Peacekeeping, 300-3 Countries, Procurement in, 202-4
614(a) Waiver Authority, 203-1 Economic Capabilities, 400-2
620A Terrorism, 203-1,900-2 International Agreements, Authority for, 1401-1
620(e) Nationalization of US Property, 203-1 Liaison Personnel, 1004-3
620(f) Communist-Controlled Countries, 203-1 Manufacture of US Defense Equipment, 1401-1
620(q), 1001-13,1100-3 Military Construction Sales (FMCS), 202-3

FAR (Federal Acquisition Regulation), Military Sales (FMS) Cases, 700-2
202-3, 801-1 Relations Committee (Senate), 703-2

FAR Supplement, 202-3 Responsibilities, 400-1
FFB (Federal Financing Bank) Loans, 902-2 Representatives, 501-2,602-4

FMCS (Foreign Military Construction
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Format, P&A Data, 700-7 Industrial Plant Equipment, 1307-8
Freedom of Information Act (FOIA), 502-3 Industrial Security, 501-2
Freight Forwarder, 802-6, 802-8 Industry Interface with SAO, 602-3

Classified, 501-5 Informational Program, 1000-3
Code, 701-22 Initial Deposit, 1304-2, 1304-6
Form DSP 94, 503-1 Inspections and Audits, 1303-1

Full Recovery of Costs, 1301-1 Insurance, 202-3, 802-11
Funding Intelligence (Military) Training, 203-1,

Current Year Training Program, 1001-12 1001-3
Limitations on FFB Disbursements, 902-3 Interdepartmental Orders, SDAF, 1400-5

Funding and Financial Considerations Interest on Arrears (Delinquent Debts),
(IMET), 1001-10 1309-2

Interest Assessment on Delinquent Debts,
G 1309-2

Interest Rates, 902-2
GAO (General Accounting Office), 1303-2 International Agreements, 1401-1
GBL (Government Bill Lading), 802-10 International Organization & Country
GFE/GFM Information, 600-7

Authorized Itens, 603-1 International Traffic in Arms Regulation
Authorized Purchasers, 603-1 (ITAR), 202-6
Financial Matters, 603-2 Intrinsic Military Utility, 500-1
Sale to US Companies, 603-1 Invitational Travel Order, 1004-1

Sales Agreements, 603-2
Generic Code, 701-4, 701-20, D-9, D-27
Generic Code (MASL), 701-20, 1503-3,

1503-6 JCS, 300-3
Goods, 500-1
Government Owned Facilities, Charges for K

use of, 1307-8
Government Provided Engineering Services, Keystone Equipment, 500-1

1307-3 Know-How, 500-1
Grant Agreement, 902-59
Grant Aid, 201-1 L

Funding, 1100-1
Guaranteed Loan Financing, 900-1, 902-2 LOA (Letter of Offer and Acceptance),
Guaranties, 202-5, 900-1 700-1, 700-8, Format, 701-12, Standard
Guaranty Reserve Fund, 902-8 Terms and Conditions, 701-16,

Information, 701-20
H Acceptance, 701-9

Additional Considerations, 701-4
Holding Accounts, 1304-5 Additional Notes, 701-8

Ammunition/Explosives, 701-8
I Patent Rights, 701-8

Security Assurances, 701-9
IA (Implementing Agency), 800-1 Offset Costs, 701-9
ILCS (International Logistics Shipment Consolidation, 701-9

Communications System), 802-1 Amendments, 701-23, 804-1
IMET (Int'l Military Education and Changes to, 701-23

Training Program) (See Training/IMET), Closure, 1305-2
1001-1 Congress 36(b) Notifications, 703-1

IMS Employment, 1004-2 Contingency Requirements Lines, 702-3
ITAR (International Traffic in Arms Reg), Coordination, 700-9, 701-2

202-6, 700-2 Documents to Accompany, 701-2
Export License, 503-1 Cost Data Exclusion, 701-2
Provisions for Sales Proposals (SME), 503-4 Countersignature, DSAA, 701-3
Shipments of FMS Materiel, 503-2 Delivery Schedule, 701-5

Incendiary Items, 203-3 Delivery Term Codes, 701-21
Indirect Costs, 1307-1 Description/Condition, Item, 701-20
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Designator Code, D-73 LOR (Letter of Request), 700-.
Financial, 701-22 Channels of Submission, 700-5
Financial Annex, 1304-1 DoS/DSAA Approval, 700-6
Format, 701-12 Format, 700-5
Freight Forwarder Code, 701-22 Responses, 700-7
Generic, 701-4, 701-20, 1503-3, 1503-6, T'nieframes, 701-2

D-9, D-27 Validation, 701-2
Implementation, 800-1, 1301-1 Leases, AECA/Chapter 6, 1200-1
Individual Responsible, 701-2 Approval, DoD, 1200-1
Information, 701-20 Certification, 1200-4
Logistics Information, 701-7 Congress Notification, 1200-3
MDE/Non-MDE Code, 701-20, D-II Coordination, 1200-3
MOU, SOW, 701-6 Financial, 1200-5
Mark For Code, 701-22 Navy Ships, 1200-6
Modifications, 701-23, 804-1 Sample Lease, 1200-9
Manager, 704-I Terms and Conditions, 1200-2
NC Charges, 701-1 Use of Leases, 1200-1
Negative Response, 700-9 Leave/Leave Extension, 1004-3
Offer Release Code, 701-21 Letter of
PCS and TDY, 701-6 Intent, 700-10
Payment Schedule, 701-8 Offer and Acceptance (See LOA), 700-1
Personnel Movement, 701-5 Request (See LOR), 700-5
Personnel Protection, 701-6 Licensed Production, 900-3
Personnel Related Costs (Sample Terms and Licensing (Export/Import)

Conditions), 701-29 Exclusive Arrangements, AECA. Sec 42(a), 600-5
Personnel Training, 701-7 Reporting DOD Sponsored Shipments, 503-1
Policies, 701-1 Transportation Documents, 503-1
Preparation, 701-3,1301-1 US/DOD Exemption, 503-1
Pmparation Checklist, 701-26 Living Allowances (FMS Students), 1002-2
Processing Activities (Army, Navy, Air Force, Table of Daily Supplemental (IMET Students),

DLA, DMA), 701-10 1001-17
Program Management Lines, 702-1 Loans (see Credit/Loans/Financing)
Requisitions, 701-8 for Research and Development Purposes, AECA
Retransfer of Defense Articles, 701-17 Sec 65, 1201-1
Security, 701-9 of Defense Articles, FAA, Sec 503, 1201-1
Serviceable Code, 701-20 of Equipment, SDAF, 1400-9
Shipment Consolidation, 701-9 Logistics, 802-1
Shipments, 701-5 Conference Costs, 702-2
Source Code, 701-20, 1301-7 Information, LOA, 701-7
Specialized Lines, 702-1 Support, 202-5
Supplementary Information, 701-25 Support charges (LSC), 1307-6
Terms and Conditions, 701-16 Support of non-DOD commercial and non-standard

Aircraft, 701-27 items, 202-5
Transportatio/Services, 701-28 Support tirough normal DOD procurement, .02-5

Termination Liability Worksheet, 701-2, 701-24 Support when item phased out by DOD, 202-5
Terms of Sale, 701-4
Training Notes, 701-21 M
Type of Assistance Code, 701-20, 1301-5, 1301-7,

1301-10 MANPADS (Man-Portable Air Defense
Unit of Issue, 701-20, D-18, D-61 System Sales), FAA 506(a), 203-4, 7
Validity of Data, 701-6 MAP (Military Assistance Program), 1100-1

LOA, Misc Information (See Cases), 700-1 Administrative Budget, 1302-1
LOI (Letter of Intent), 700-2, 700-10, Accessorial Costs, 1101-4

700-14 Allocation of Funds, 1100-1
Amendment, 70-16 Disposal, 1101-1, 1101-3
Coordination, 701-2,1301-1 Eligibility, FAA/Chap 2, 201-1
Preparation, 700-10 End Use of Materiel, 1101-1
Terms and Conditions, 700-15
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FY 1981/Prior MAP, 1100-3 Modifications (of LOAs), 701-23, 804-1,
Financed LOAs for Defense Services, 1100-2 804-2, 804-10
Impact of Brooke Amendment, 1100-3 Coordination, 1301-1
Impact of FAA Sec 620(1), 1100-3 Countessignature (DSAA), 701-3, 804-3
Merger, FAA/503(a)(3), 201-1, 1100-1, 1301-6, Pen and Ink Changes, 701-10, 804-1

1304-5 Preparation, 804-5
PricingPServices, 1100-2 Receipt, 804-12
Redistribution, 1101-3 Sample, 804-10
Restricions, 1100-2 Monitorship, Royalty Fees, 1401-25
SAO Budget Support, 1302-2, 1302-5, 1302-6 Multiple Sources of Financing, 1301-8
Transfer of Funds, 1100-1 Munitions List (US), AECA/38(a), 202-1,
Use and Disposal of MAP Materiel, 1101-1 202-6

MASL (Military Articles and Services List),
1503-1 N
Content, 1503-2
Data Submission, 1503-9 NAMSA (NATO Maintenance Supply
Distribution, 1503-8 Agency), 1301-3
MaterilMASI., 1503-1,1503.14 NC, NRC (Nonrecurring Costs/Charges),
Training MASL, 1503-1, 1503-15 701-1, 1301-2, 1307-6, 1307-7, 1307-8

MDE (Major Defense Equipment) Napalm, 203-3
Code, LOA, 701-20 Narcotics, FAA 481(h), 203-1
Definition, 700-2 Counternarcotics Leases, 1200-5
Indicator (MASL), D-ll National Disclosure Policy (NDP-1), 703-4
List, 700-17 National Security Objectives, 400-1
P&A Data, 700-1 National Stock Number, D-13

MOA, "Memorandum of Agreement," 1401-4 Nationalization of US Property,
MOU, "Memorandum of Understanding," FAA/620(e), 203-1

701-6, 1401-4 Negative Responses, LOA, 700-9
MTTs (Mobile Training Teams), 1001-2, Non-Standard Support, 700-5

1003-3 Nonrecurring (See NC, NRC)
Approval Criteria, 1003-3 Notification(s), 36(b) to Congress,
Coordination and Preparation, 1003-4 703-1, 703-10
Duration, 1003-4 Advance Statutory, 703-3,703-10
Puposes, 1003-4
Programming Instructions, 1003-4 0

Man-Portable Air Defense System Sales
(MANPADS), 203-4, 203-7 Obligational Authority, 1302-1

Management, Case, 704-1 Observer Training, 1003-3
Manager, Case, Charter, 704-6 Offer Release Code, 701-21
Marine Transportation Waivers, 903-1 Offset
Mark For Code, 701-22 Costs, 701-9, 1401-14
Materiel Notices, 401-2 Procsts7mnt, 1401-14
Materiel Usage, 202-3, 203-1 On-the-Job Training, 1003-3

Diversion, 202-3 Operational Testing and Evaluation
Proper Use, 600-2 (Incomplete) 700-7, 701-9
Standards,2024 Orientation Tours (OT), 1001-2, 1003-6
Third Party Transfer, 600-3

Medical p
Care, 1002-3
Costs, 1001-9 P&A (Price and Availability)
Screening, Student, 1004-1 Agent Fees/Commissions, 700-8

Mid-Year Review of IMET, 1001-5 Coordination, 700-9
Milestones for LOA Requests, 703-12/13 D iat, 700-1
Military Estimates, 700-8

Justification 36(b), 703-17 Format, 700-7
Ranks, Descriptions of, 1005-1 Report, E-I
Traffic Management, 802-7 PCS/TDY, LOA, 701-6
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Packing, Crating and Handling, (MAP)
1101-4, (FMS) 1307-4

Patent Rights, 701-8 Quality Assurance and Inspection, 1307-9
Payment Schedule, 1304-1 Quarterly Billing, 1308-2

LOA, 701-8 Quotation of Firm Prices, 1307-2
Revisions, 1304-3

Payment(s) R
Late, 1309-1
on Delivery, 1301-6 RODs, Reports of Discrepancy, 802-1,
Schedule, 1304-1 802-11, 802-15, 1308-2
Schedule Revisions, 1304-3 Reciprocal Exchange Training, 1003-7
to Cover Costs, 1301-1 Reconciliation, 1305-1
US Dollars, 202-4 Record Serial Number, D-IS

Pen and Ink Changes, 701-10, 804-1 Recovery of Cost, 202-4
Performance Reporting, 1308-1 Redistributable MAP Items, 1101-3

(See Billing) Release of Information, 400-1, 502-3, 502-6
Performance Specifications, 704-5 of Government Owned Technical Data, 1401-15
Personnel Rental Charges for Use of DOD Assets,

Movement, WOA, 701-5 1307-8
Police Repair and Replace, 802-1

Training, 1001-3, 1001-4 Reparable Materiel, 802-8
Policies, LOA, 701-1 Repayment (Credit), 902-3
Policy, Basic Sales, (AECA), 202-2 Procedures, 902-49
Political Asylum/Temporary Refuge Schedule, 902-47

(IMS), 1004-2 Request For
Port Loading and Unloading, 1307-4 IMETqWaivers, 10014
Positions of Prominence, 1005-1 Offset Procurement, 1401-14

Reporting, 1005-1 Requirements, Reporting, 704-4
Preparation (and) Requisitions

Implementation of DD Form 1513, 1301-1 LOA, 701-8
Processing of LOAs, 701-1 Procedures, 8024
of Payment Schedules, 1304-1 Responsibilities, Case Management, 704-2

Prepositioning, 1307-4 Retainable Instructional Materiels (RIM),
Presidential Determination, AECA/3(a)(1), 1004-2

202-1 Riot Control Agents, 203-3
Pricing (see Costs/Pricing) Routing Identifier Code, D-12
Priority Royalty Fees, 1401-16, 1401-23

UMMIPS (DODD 4410.6), 802-5 Billing, 1401-24
Privileges (IMS), 1002-3 Collection of, 1401-24
Procedures, LOA, 701-2 Computation of, 1401-23
Process and Procedures (Credit/Financing), Management of, 1401-23

902-1 Monitorship, 1401-25
Procurement Reduction, Waivers, Exemptions, 1401-24

Criteria for, SDAF, 1400-3
Foreign Countries (in), 202-4 __

Professional Military Education (PME)
Exchange Training, 1003-7 SA Network, 1504-1

Program Management, 702-1 Access, 1504-2
Progress Payments, 1304-7 Accounts and Passwords, 1504-2
Prohibition Changes to, 1504-2

Against Discrimination, Intimidation, Harassment, Equipment, 1504-2,1504-9
AECA/5,6. 202-2 Managers, 1504-7

on Front Loading Payment Schedules, 1304-3 Points of Contact, 1504-11
Promissory Note (Credit), 902-46 Responsibilities, 1504-3
Public Domain, 500-2 SAOs, 1504-3, 1504-6
Purchasers SAui, 1504-1

Eligible. 600-7 Soufrity. 1504-1Software, 1504-3
Exempt/Non-Exempt, 703-8 Training, 1504-1
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SAAC Responsibility (Financial Sanctions [Brooke, 620(q)], 1100-3
Administration), 1005-1, 1303-1 Scope, Major Changes, 804-1

SAMM (5105.38-M) Secondary Items, 802-1, 1307-2
Applicability, 100-1 Section
Distribution, 100-2 21, AECA, 1307-2
Purpose, 100-1 36(b), AECA, 703-1

SAN (See SA Network) 506, Special Authority, 1102-1
SAO Security Assistance, 101-1

Action (MAP Materiel), 1101-2 Accounting Center, 1303-1
Airlift Revenue Traffic, 1302-7, 1302-10 Armaments Cooperation (UCOM), 300-13
Armaments Cooperation Function, 300-13 Cancellation, Suspension, 203-7
Budget, 1302-1 Channels of Communication (SAO), 301-1
C-12 Aircraft Management, 1303-6 Implementation, 101-1
Coproduction, 1401-9 Management Manual, 100-1
Disposal of Defense Articles, 600-2 Monitoring of US Origin Items, 600-2
ECL, 1003-1 Organizations (SAO), 300-3
Function, FAA 515(a), 400-1 Planning
Industry SA Relations, 602-1 Groups, 401-1
Leases, 1200-1 Limitations, 401-1
MAP Budget Support, 1302-2, 1302-5, 1302-6 Objectives, 401-1
Reports, 1302-7 Policies, 400-1
SA Network, 1504-3, 1504-6 Program Management/Oversight Functions (SAO),
Sole Source, 801-3 300-11

SDAF (Special Defense Acquisition Fund), Scope, 101-1
1400-1 Suspension, 203-7
Closure, 1400-8 Wartime, 401-3
Financial Analysis, 701-2 Security
Financial Analysis Worksheet, 1400-7,1400-14 Assurances, 701-9
Funding, 1400-2 Classification Guidelines (MAP, IMET, P&A.
Inventory Control, 1400-6 LOR, LOA. NRC), 502-1, 502-2. 502-3
Inventory Reporting, 1400-6 Coproduction, 502-3
Loans to UAs, 1400-9. 1400-16 Screening, Student, 1004-1
MIPR Issuance, 1400-4 Segregating and Accounting for FMS Costs,
Procurenent, 1400-3 1304-7
Sales, 1400-7 Selection of Trainees, IMET, 1001-4
Transportation Payment, 1400-8 Self-Invited Visits, 1000-5

SME (Significant Military Equipment), Sensitivity of Technology (NDP-1), 703-4
202-6, 503-4, 700-2 Serviceable Code, LOA, 701-20
Channels of Submission, 700-5 Ship Transfers, 202-2, 203-3
Department of State Approval, 503-4 Shipments
Direct Commercial Sales, 601-3 Consolidation, 701-9
Milestones, 703-12 Form DSP-61, 503-4

SecDef (Secretary of Defense), 300-1 Form DSP-85, 503-5
SecState Approval Authority, AECA/2(b), Form DSP-94, 503-1

202-1, 300-1 LOA, 701-5
SET (Specialized English Language Single Selling Price, 1307-1

Training), 1003-2 SOFA (Status of Forces Agreements),
SOW (Statement of Work), 701-6 701-31
Sale of TDPs for Production Purposes or Sole Source, 801-1

Study Purposes, 1401-18 Source(s)
Sales of Financing, 1301-8

LOAs, Preparation and Processing, 701-1 of Supply Codes, 701-20, 1301-7
Commissions and Agents Fees, 801-1, 801-4 Specialized LOA Lines, 702-1
of TDPs for Operation and Maintenance, 1401-17 Specialized Training, 1003-1
ofTDPs forProduction or Study Purposes, Staging, 1307-4

1401-18 Standards, Materiel, 202-4
Policy, 202-2 Standard Terms and Conditions (LOA),
Purposes of (Credit), 900-2 701-1, 701-16
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State Department Approval (LOR), 700-7 Termination Liability, 1304-4
Statement of Work (SOW), 701-6 Worksheet, 701-2, 701-24
Statutory Notification Data [36(b)], 703-1, Terms and Conditions (LOA), 701-16

703-10 Additional, 701-27, 701-28, 701-29
Stinger, 203-6 Terms and Conditions of Leases, 1200-2
Stock Pricing, 1307-2 Terms of Sale, 701-4, 701-20, 1301-.,
Strategic Trade Cases, 500-2 1301-10
Student Terrorism, AECA/3(f), FAA/620, 203-1

Administration, 1004-1 Test of English as Foreign Language,
Dependents of, 1004-2 1003-2
Disposition in Case of Emergency, 1004-2 Third Party Transfer, AECA, Secs 3(a), 38,
Employment, 1004-2 FAA, 505(a), 600-3, 900-3
Medical Screening, 1004-1 Title Transfer; 802-6
Political Asylum/Temporary Refuge, 1004-2 Aircraft, 802-6
Security Screening, 1004-1 Total Package Approach (TPA), 800-2
Training, Minimum Duration in US, 1001-3 Trainees, Selection and Utilization of,
Uniforms and Personal Clothing, 1004-2 1001-4
Unit Exchange Training and Related Support, Training

1003-8 AIASA Reports, 1000-2
Visits to Canada and Mexico, 1004-2 Analysis Codes, 1001-17

Subcontractor Sole Source Designation, at US Civilian Schools, 1001-2
801-3 Attrition Charges, 1307-8

Summary of Terms of Sale/Type of Budget Year Codes, 1001-9
Assistance Codes, 1301-10 Cancellation Penalty, 1001-13

Supplemental Information (LOA), 701-1 Counterterrorism, 203-1
Supplemental Financing Terms and Cross Service, 1000-3, 1001-12

Conditions, 1304-8 Current Year, 1001-12
Support Emphasis Areas, 1001-1

Non-Standaid, 700-5 English Comprehension Level (ECL), 1003-1
Survey Teams, 401-2, 401-7 English Language Training, 1003-1

Costs, 702-2 Exchange Training, 1003-7
for EDA Requirements, 803-2 FMS, 1002-1

Suspension of SA, AECA/2(b), 42(e), 203-7 Financing TLA, 1002-2
Living Allowances, 1002-2

T Medical Care, 1002-3,1004-1
Training by Contractors, 1002-2

TAFTs (Technical Assistance Field Team), Transportation, 1002-2
1003-S Tuition Rates, 1002-2

TATs (Technical Assistance Team), 1003-S Funding and Financial, 1001-10
TDY/PCS, LOA, 701-6 IMET (International Military Education and
Technical Assistance Agreement, 500-2 Training), 201-1, 502-1, 1001-1
Technical Data (TDP), 500-2 Administration, 1004-1

Authorization for Use, 1401-5 Allocation Levels
Data Sheet, 1401-26 End-of-Year Review, 1001-5
Defined, 1401-3 Mid-Year Review, 1001-5
DSAA Requirement, 1401-18 Baggage, 1001-8
Flowback of Information, 1401-5 Brooke Amendment, 902-7, 1001-13
LOAs, 1401-17 English Language Training, 1003-1
Release, 1401-15 FAA 620(q), 1001-13, 1100-3
Restrictive Markings, 1401-23 Familiarization, 1003-3
Revisioning Services, 1401-22 Fifth Quarter, 1001-10
Sales. 1401-17 Foreign Language Training, 1001-3
Study, Production Purposes, 1401-18 Funding, 1001-1, 1001-10

Technology Intelligence Training, 1001-3
Critical, 500-1 Joint Service Training Planning Reviews,
Sensitivity, 703-4, 703-20, 703-22 1000-2
Tranfer, 500-1 Leave, 1004-3

Termination, AECA 35, 202-2 Living Allowances 1001-6, 1001-17
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MTrs, 1003-3 Transmittal Letter for Unsigned LOA,
Medical Costs, 1001-9 703-25
Minimum Duration, 1001-3 Transportation, 802-5, 903-1
Notes, LOA, 701-21 Aircraft. LOA. 701-27
Objectives, 1001-1 CCBL 802-8
Orders, 1004-1 Canada, 802-8
Orientation Tours. 1001-2,1003-6 Charges, 1307-4
Planning, 1000-1 Classified Items, 802-8
Programming Controlled Substances, 802-8

Formal Training, 1001-10 Cost Look-Up Table, F-I
Formal Training Overseas, 1001-11 Credit Funds, 802-6,902-80,903-1
Waivers, 1001-4 DTS (Defense Trnspotaion System), 802-7.

Request, Submission Guidance, 1000-3 802-9, 802-14
Selection of Trainees, 1001-4 Documentatiomn 802-12
Trainees, Dependents of, 1004-2 Expor Actions, 802-10

Transportation for, 1001-5 Freight Fowd, 802-6. 802-8
Training Analysis Codes, 1001-10 GBL, 802-10
Transportation, 1001-5 Insurance, 802-11
Tuition Rates, 1002-2 LOA Terms and Conditions, 701-28
Use of Funds, 1002-2 Offer and Release, 802-11
Waivers, 1001-2,1001-3.1001-4 Plan for Classified Materiel, 503-9

ITO (Invitational Travel Order), 1004-1 Reparable Materiel, 802-8
in Support of FMS Equipment, 1002-1 Reports to US Department of Tiansportation,
Informational Program, 1000-3 903-3
Instructional Course Materials, 1004-2 Shipment Consolidation, 701-9
LOA Notes, 701-21 Special Assignment Airlift Mission (SAAM),
MASL, 1503-1 802-9
Military Intelligence, 203-1 Title Transfer, 802-6
Observer, 1003-3 Tracer Addresses, 802-12
of Civilians, 1002-2 Waivers (Credit), 902-56,903-1
on-the-job. 1003-3 Trust Fund, 1303-1, 1304-S
Orientation Tours, 1003-6 Tuition Rates, FMS Training, 1002-2
Police, 203-1. 1001-3, 1001-4 Type of Assistance Codes, 701-20, 1301-5,
Positions of Prominence, 1005-1 1301-10
Pricing, 1307-1 Types of Request (P&A/LOA), 700-1
Program Development. 1000-1
Prohibitions, 1000-1 U
Request Submission, 1000-3
Requirements Related to Purchase of Major US Defense Equipment, Foreign

Equipment, 1002-1 Manufacture of, 1401-1
Restrictions on Transfer, 1000-1 US Munitions List, 202-1, 202-6
Specialized Training, 1003-1 US Origin Items

FTS, 1003-5 Country Responsibility, 600-2
MITs, 1003-3 Demilitarization, 600-3
TAFTS, 1003-5 Disposal, 600-2
TATs, 1003-5 SAO Monitoring, 600-2

Student Administration, 1004-1 USD(A&T), 300-2
Support, Other, 1001-12 USD(P) (Under Secretary of Defense for
Training Program Management Review, 1000-2 Policy), 300-1

Transfer, AECA/3(a)(2), FAA S05(a), Unauthorized Baggage, 10014
203-1 Under Secretary of Defense for Policy,

Transfer/Retransfer of Articles USD(P), 300-1
Certification, 600-3 Unified Command Country/Organization
DoS Approval, 600-3 Code, 600-7
of MAP Funds, 1100-1 Unified Commands, 300-3
of Training (Restrictions), 1000- 1 Uniforms and Personal Clothing, 1004-2
Reports to Congress, AECA Sec 3(d), 36(b), 600-4 Unit Exchange Training and Related

Translation Services, 600-S Support, 1003-8
Unit of Issue, 701-20, D-18, D-61
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Use and Disposal of MAP Materiel, 1101-1
Utilization of Trainees, 1001-4

V

Violations, AECA/3(c), FAA 505(d), 203-1

W

Waivers (Costs), 1301-2, 1401-12
Cost Recoupment, 1301-2
IMET, Request, 1001-4
Wramies, 801-7

White Phosphorus Munitions, 203-3
Withdrawal (Materiel) AECA Sec 21(i),

802-2
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DEFENSE SECURITY ASSISTANCE AGENCY

WASHINGTON, DC 20301-2800

Letter of Transmittal

The attached Change 7 to the 1 October 1988 SAMM
includes updates pertaining to planning, transportation,
Letter of Offer and Acceptance execution, and credit
oversight, as well as changes to other sections. You are
encouraged to review the guidance as it is collated into
the manual in order that changes to current policies and
procedures may be noted.

Your comments and suggestions are a primary source
of information to bolster efforts to make the manual more
useful. Chapter 1, section 10008 shows how to provide
formal or informal feedback.

"Thomas G. Rhafe
oieutenart General, USA

Director
Attachment
as stated
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SECURITY ASSISTANCE MANA GEMENT MANUAL (SAMM)

FORMAL CHANGE NO. 7 INCLUDES THE FOLLOWING INFORMATION:

MAJOR CHANGES (by CHAPTER) are as follows:

CHAPTER 2 Section 202, Paragraph 20202.B.7. Environmental Considerations in security
assistance transfers has been added.

Section 203, Paragraph 20303.D.6. Updated guidance reference MANPADS.

CHAPTER 4 Section 400. This section has been revised.

CHAPTER 6 Section 600, Table 600-1, Pages 600-7 through 600-14. The Country and
International Organization Information has been updated.

Section 601, Paragraph 60106. Adds the CINC and SAO on distribution of
approved correspondence pertaining to direct commercial correspondence.

Section 601, Paragraph 60107. New paragraph reference FMS Customer
Responsibilities concerning obtaining FMS and commercial data quotes.

CHAPTER 7 Section 700. Updated guidance reference CLSSA and FMS cases and LOI
amendments.

Section 700, Table 700-6, Pages 700-16 through 700-29. Table has been
updated.

Section 701, Paragraph 70103.11. New paragraph discussing the Automated
Case Approval System (ACAS).

Section 701, Paragraph 70105.L.4. Offset Administration LOA note revised.

Section 701, Paragraph 70105.L.7. New paragraph adding environmental
hazards LOA note.

Section 701, Paragraph 70105.L.8. TOW-2B security and accountability LOA
note.

Section 701, Paragraph 70105.M. LOA pen and ink guidance change.
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CHAPTER 8 Section 801, Paragraph 80102.B.l.d. Sole source procurement change.

Section 802, Paragraph 90202.E. Guidance on secondary items to support
peace-keeping requirements.

Section 80206. This section reference Transportation has been revised. This
section also incorporates material previously in Paragraph 80304.D. and in
Section 903.

Section 804, Paragraph 80402.C.5. Paragraph added reference processing
LOAs under ACAS.

CHAPTER 9 Section 902. This entire section has been repaginated. Guidelines for FMF of
Direct Commercial Contracts has been replaced. Former Table 902-6 (Essential
Contract Elements) has been deleted and incorporated into current guidelines.

Section 903. This section has been moved to paragraph 80206.

CHAPTER 10 Section 1000, Table 1000-1. Updated Two Year Training Plan guidance.

Section 1001, Paragraph 100105.6. New paragraph reference training of
civilians.

Section 1001, Paragraph 100110. New training guidance reference allocations
and reallocations.

Section 1001, Paragraph 100114. Updated matrix on health care agreements.

Section 1001, Table 1001-2, Page 1001-18. Paragraphs (10) and (13) updated.

CHAPTER 12 Section 1200. Lease format, coordination and Congressional Notification
changes.

Section 1200, Table 1200-14, Pages 1200-24 through 1200-25. Sample Lease
Amendment added.

CHAPTER 13 Section 1303, Paragraph 130304.E.I. Changes routing of flying hours program
information. Updates office symbols and addresses.

CHAPTER 14 Section 1401, Paragraph 140105.F. Frequency of DSAA 1226 changed to
annual versus semiannual.

Section 1401, Paragraph 140107. Changes regarding requests for offset
procurement.
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CHAPTER 15 Section 1504, Pages 1504-9 and 1504-10. Updated Specification for new ADP
equipment reference SADP and IDSS.

APPENDIX A General update to abbreviations and acronyms.

APPENDIX B Updated definition of CLSSA.

APPENDIX D Updated and revised Table D-7, Generic Codes.

APPENDIX F Transportation cost Look-Up Table has been updated.

MISCELLANEOUS

This change also includes other changes and miscellaneous editorial changes to correct
and/or update office symbols, addresses, telephone numbers, etc.
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100302 English Language Training 1003-1
100303 On-The-Job or Familiarization Training 1003-3
100304 Observer Training 1003-3
100305 Mobile Training Teams 1003-3
100306 Field Training Services 1003-5
100307 Orientation Tours 1003-6
100308 Reciprocal Exchange Training 1003-7

Section 1004 - Student Administration 1004-1
100401 Invitational Travel Orders for IMS, DD Form 2285 1004-1
100402 Security and Classified Items 1004-1
100403 Civilian Commissary and Exchange Privileges 1004-1
100404 Student Medical Screening 1004-1
100405 Uniforms and Personal Clothing 1004-2
100406 Visits to Canada and Mexico 1004-2
100407 Dependents of Students 1004-2
100408 IMS and Dependent Employment 1004-2
100409 Disposition of IMS in Event of Emergency 1004-2
100410 Political Asylum and Temporary Refuge 1004-2
100411 Instructional Course Materials 1004-2
100412 Country Liaison Personnel 1004-3
100413 Leave or Leave Extensions (IMET Only) 1004-3

Section 1005 - Positions of Prominence Report 1005-1
100501 PPR for Former Students 1005-1
100502 Description of Military Ranks for Reporting Purposes 1005-1
100503 Description of Civilian Ranks for Reporting Purposes 1005-1
100504 Data Format 1005-1
100505 Reporting Period and Timing 1005-1
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Chapter Eleven--Military Assistance Program (MAP)

Section 1100 - Use of MAP Funds to Finance
Foreign Military Sales 1100-1

110001 Grant Aid (MAP) Funding 1100-1

Section 1101 - Use and Disposal of MAP Materiel 1101-1
110101 General 1101-1
110102 Legal Limitations and Related Policy Provisions 1101-1
110103 SAO Action 1101-2
110104 MILDEP/Defense Agency Disposal 1101-3
110105 DoS Disposal Approval 1101-4
110106 Packing, Crating, Handling & Transportation 1101-4

Section 1102 - Section 506 Special Authority 1102-1
110201 Purpose 1102-1
110202 Section 506(A) 1102-1
110203 Section 506(B) 1102-2
110204 Section 506(C) 1102-2

Chapter Twelve--Leases and Loans of Defense Articles

Section 1200 - Leases 1200-1
120001 Authority and Purpose 1200-1 **
120002 Lease Terms and Conditions 1200-2 **
120003 Coordination 1200-3 **
120004 Congressional Notification 1200-3 **
120005 Financial Arrangements 1200-4
120006 Lease Closure 1200-5
120007 Reporting 1200-5
120008 U.S. Navy Ships 1200-5

Section 1201 - Loans of Defense Articles 1201-1
120101 Section 503 Loans 1201-1
120102 Loans for Research and Development Purposes 1201-1

Chapter Thirteen--Financial Principles and Procedures

Section 1300 - General 1300-1
130001 Purpose 1300-1

Section 1301 - Legal Background, Responsibilities and Principles 1301-1
130101 Legal Background 1301-1
130102 Full Recovery of Costs 1301-1
130103 Responsibilities 1301-1
130104 Basic Principles 1301-1

Section 1302 - Budget Authority 1302-1
130201 Budgetary Authority for FMS Orders 1302-1
130202 Security Assistance Budgets 1302-1
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Section 1303 - Accounting 1303-1
130301 Financial Administration of the FMS Program 1303-1
130302 Audits and Inspections 1303-1
130303 DSAA Financial Management Review Program 1303-5
130304 C-12 Management 1303-6

Section 1304 - Cash Management 1304-1
130401 Financial Annex to the DD Form 1513 1304-1
130402 Collection of FMS Payments 1304-5
130403 Disbursement Authority for FMS Agreements 1304-6
130404 Accounting for Contractual Progress Payments 1304-7

Section 1305 - Budget Execution 1305-1
130501 Reports 1305-1
130502 Case Reconciliation 1305-1
130503 FMS Case Closure 1305-2
130504 DOD Executive FMS Reconciliation and Case Closure Board 1305-2

Section 1306 - Case Files 1306-1
130601 General FMS Case Files 1306-1
130602 Disbursement Documentation 1306-1

Section 1307 - Pricing of FMS Transactions 1307-1
130701 General 1307-1
130702 Training 1307-1
130703 Articles From Stock 1307-2
130704 Articles From Procurement 1307-3
130705 Authorized Charges 1307-4

Section 1308 - Performance Reporting 1308-1
130801 Performance Reporting/Billing 1308-1
130802 Financing RODs When the USG is Liable. 1308-2
130803 Address of the Central Collection and Billing Office 1308-3

Section 1309 - Delinquent Accounts for FMS Billing 1309-1
130901 Provisions of Financial Annex to LOA 1309-1
130902 Late Payment Causes 1309-1
130903 SAAC Responsibilities for Collection 1309-1
130904 Further Action on Delinquent Accounts 1309-1
130905 SAAC Holds Accounting Records After

Transfer of Action to State Department 1309-1
130906 Reporting Formats and Frequencies 1309-2
130907 Interest Assessment on Delinquent Debts 1309-2

Chapter Fourteen--Special Programs and Activities

Section 1400 - Special Defense Acquisition Fund 1400-1
140001 Authority and Purpose 1400-1
140002 Management 1400-1
140003 Funding 1400-2
140004 Overview of Operations 1400-2
140005 Procurement Criteria 1400-3
140006 Program Implementation 1400-4
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140007 Sales to the SDAF (Buy-In) 1400-5
140008 Inventory Control and Reporting 1400-6
140009 Pricing Sales From the SDAF (Sell-Out) 1400-6
140010 FMS Sales of SDAF Items 1400-7
140011 SDAF Delivery Reporting 1400-8
140012 Equipment Loans 1400-9
140013 Reporting 1400-9

Section 1401 - Foreign Manufacture of U.S. Defense Equipment 1401-1
140101 Purpose 1401-1
140102 Background and Scope 1401-1
140103 Authority to Negotiate and Sign International Agreements 1401-1
140104 Principles Regarding Coproduction Policy 1401-2
140105 Security Assistance Coproduction Agreements 1401-4
140106 Cooperative Projects Under the AECA, Section 22 1401-10
140107 Requests for Offset Procurement 1401-14 **
140108 Release of Technical Data 1401-15
140109 Royalty Fee Management 1401-23

Chapter Fifteen--DSAA Management Information Systems

Section 1500 - DSAA 1200 Foreign Military Sales (FMS)
System Overview, Guidance, and Data Submission Instructions 1500-1

150001 Purpose 1500-1
150002 Description of the Foreign Military and Construction

Sales Information System 1500-1
150003 Reporting Frequency 1500-2
150004 Data Base Updates 1500-3
150005 Preparation and Submission of Data Input for

The DSAA 1200 System 1500-3

Section 1501 - DSAA 1200 Foreign Military Sales (FMS)
System Output Products 1501-1

150101 Purpose 1501-1
150102 Source of Output Reports 1501-1
150103 Categories of DSAA 1200 System Output Reports 1501-1
150104 Requests for DSAA 1200 System Output Reports 1501-1
150105 DSAA 1200 System Outprt Reports 1501-1
150106 Abbreviated Tides Used in DSAA 1200 System

Output Products/Reports 1501-4

Section 1502 - DSAA 1000 Materiel and Training System,
Overview, Data Submission Instructions, and Reports 1502-1

150201 Purpose 1502-1
150202 System Description 1502-1
150203 DSAA 1000 System Reports 1502-1
150204 Data Preparation and Submission 1502-2
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Section 1503 - MASL, Overview, Guidance Data Submission
Instructions, and System Output Products 1503-1

150301 Purpose 1503-1
150302 General 1503-1
150303 MASL Content 1503-2
150304 MASL Relationships to DSAA Program Data 1503-7
150305 MASL Distribution 1503-8
150306 Inquiries on MASL Content 1503-8
150307 MASL Data Submission 1503-9
150308 Data Submission Instructions and Formats 1503-9

Section 1504 - SA Network 1504-1
150401 Purpose 1504-1
150402 Definition and Objectives 1504-1
150403 Policies and Procedures 1504-1
150404 Responsibilities 1504-3

APPENDIX A - ABBREVIATIONS AND ACRONYMS A-i

APPENDIX B - GLOSSARY OF SELECTED TERMS B-1

APPENDIX C - DOD DIRECTIVES, INSTRUCTIONS,
AND MANUALS C-I

APPENDIX D - DSAA INFORMATION SYSTEMS DATA
ELEMENT DICTIONARY D-1

A. Purpose D-1
B. Description D-1
C. Alphabetic List of Codes with Definitions D-1

Table D-1 - Action Code - 1000 System D-19
Table D-2 - Commitment Code - 1000 System D-21
Table D-3 - Condition Code - 1000 System D-22
Table D-4 - Cost Code - 1000 System D-23
Table D-5 - Country/Organization Code - Alphabetic D-24
Table D-6 - Footnote Code - MASL D-25
Table D-7 - Generic Codes - All Systems D-27 **
Table D-8 - MAP Element Code - 1000 System D-52
Table D-9 - Source of Supply Code - 1000 System D-56
Table D-10 - Status Code - 1200 System D-58
Table D-1 1 - Type of Assistance Code - 1000 System D-60
Table D-12 - Unit of Issue Code - All Systems D-61
Table D-13 - MILDEP Execution Agency Identifier Codes D-64
Table D-14 - Training Analysis Codes D-69
Table D-15 - Training Program Card Formats D-72
Table D-16 - First Position of LOA Designator D-73
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APPENDIX E - CONGRESSIONAL REPORTS INVENTORY AND
DSAA REPORTS CONTROL SYSTEM E-1

A. Purpose E-1
B. Congressional Reports Inventory E-1
C. DSAA Reports Control System E-1
D. Reporting Instructions E-1

Table E-1 - Price and Availability Report (RCS: DSAA(Q) 1138) E-4
Table E-2 - Report of EDA Sold Under Foreign Military Sales E-5
Table E-3 - Reserved for Future Use E-6
Table E-4 - DSAA Reports Control System E-7
Table E-5 - Instructions for Preparation of DSAA Reports Control Form E-8
Table E-6 - Statutory Reports to Congress Submitted by DOD on

Security Assistance E-10
Table E-7 - Current Reporting Requirements Under DSAA Reports

Control System E-19

APPENDIX F - TRANSPORTATION COST LOOK-UP TABLE F-1
A. Purpose F- 1
B. Procedures F- 1
C. Transportation Cost Look-Up Table F-2

Table F-1 - CONUS Transportation Costs F-3
Table F-2 - Overseas Transportation Costs F-4
Table F-3 - Transportation Cost Look-Up Table F-5 **
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d. Declared the sense of the Congress that all such sales be approved only when
they are consistent with US foreign policy interests.

B. Materiel Transfer Policy.

1. Use of FAR and DoD FAR Supplement. When procuring for a foreign
government, DoD will apply the same contract clauses and contract administration as it would use
in procuring for itself, except where deviations are authorized in the DoD FAR Supplement. If a
sole source procurement requested by a foreign government appears to be motivated by objectives
in conflict with this requirement or with any US legislation, the request must be forwarded to the
DSAA, which may forward the request to the Department of State for consideration. No LOA in
such cases will be issued without approval of the Director, DSAA.

2. FMCS. In addition to sales of defense items and defense services, the DoD may
sell design and construction services to eligible foreign countries or international organizations
(AECA, Sec. 29). Such sales are treated as AECA sales, but in a separate category from FMS.

3. Proger Use of Materiel. Consistent with its resources and the situation
prevailing in country, the designated US SAO is responsible for supervising and reporting on the
utilization by the foreign country of defense articles and services acquired through FMS or leased
to the recipient by the DoD.

4. Diversion of Matriel. DoD policy calls for a determination to be made that the
sale of a defense item will not degxade US defense efforts by taking needed equipment from US
stocks (withdrawals), or by disrupting deliveries of critical items from production for US forces
(diversions), unless security or foreign policy requirements are such that sale of the item is in the
overall US national interest.

5. In.rance, Purchasers will self-insure FMS shipments or obtain commercial
insurance without any right of subrogation of any claim against the United States. In extraordinary
situations, and upon specific request by the Purchaser and receipt of written authorization from the
Purchaser for the designated departmental procurement activity to act as the agent of the Purchaser
to obtain pricing quotes and, if necessary, procure the insurance required, insurance may be
obtained by the IA and billed as a separate LOA line item. For FMS cases already implemented,
authorized insurance coverage can be added by amendment. Whenever an IA does provide these
services to a purchasing country or organization, it should obtain insurance from a US insurance
firm if possible, and in any event it should point out that this is an exceptional arrangement, and
should encourage and assist the Purchaser to make its own arrangements for insurance for
subsequent cases.

6. Delivery Commitments. The availability data set forth in FMS cases which
have been properly accepted and funded by the purchasing country or international organization
constitute commitments by the US. Fulfillment of these commitments is an important measure of
the good faith of the US in dealing with its friends and allies. Accordingly, all DoD components
shall assure that FMS delivery commitments are fully coordinated, and that the material conforms
to the standards on the LOA, and can be delivered in the agreed time period. Cases where
proposed sales involve the delivery of major equipment which is in relatively short supply, or in
less than procurement lead time, or which the IA determines to be in conflict with US
requirements, shall be referred promptly to the DSAA. In this matter, early awareness of foreign
requirements which generate production or delivery conflicts will enable DoD to establish the most
favorably attainable delivery schedule.
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7. Materiel Standards. It is DoD policy that defense articles should reflect **
favorably on the United States.

a. Defense articles offered and sold Ltder FMS will normally be new or unused
or, as a result of rehabilitation, possess original appearance insofar as possible and, as a minimum,
have serviceability standards prescribed for issue to US forces. If the customer country desires
exclusively new end items of equipment, the requirement will be stated in the LOA. If the
customer wishes to purchase "as is" (no assurance of serviceability), this will also be stated in the
LOA.

b. In addition to full disclosure of item condition, best efforts will be applied to
inform Purchaser of unusual safety or environmental risks known at the time of sale. This
information will be included in the LOA with reference to separate publications or correspondence
as appropriate.

8. Procurement in Foreign Countries. Unless dictated by overriding logistics
considerations approved by the SecDef, the DoD will not enter into sales arrangements which entail
commitments for DoD procurement in foreign countries.

C. Financial Management.

1. Recovery of Cost. The FMS program must be managed at no cost to the USG
(with certain exceptions specifically covered by law), while insuring prompt and complete service
to the customer. This requires a thorough understanding of procedures for pricing items or
services furnished, administering FMS cases, and reporting of deliveries of materiel or services.
The LOA agreement makes it mandatory for the Purchaser to pay for the full value of the
transaction, regardless of terms of sale specified for the individual case.

2. Payment in US Dollars. Sales may be made under FMS only if the eligible
Purchaser agrees to pay in US dollars (AECA Secs 21 and 22). Payment in kind (barter) is
authorized by Section 21 (h) AECA under the limited circumstances specified therein.

3. Credits

a. Use of Credit for Essential Items. Credit and credit guaranties under the
AECA will be used only to assist countries in acquiring essential items which cannot reasonably be
financed by other means and normally will be used only to finance investment requirements.

b. Use of Concessionary Credit Terms. Concessionary credit terms (i.e.,
interest rates less than cost of money to the USG) will be granted only when determined by the
President (Sec 23, AECA).

c. Repavment of Credit. FMS credits must be repaid in US dollars within 12
years after the loan agreement has been signed on behalf of the USG (Sec 23, AECA), unless
otherwise provided for by US law.

d. Use of Credit Payments. Cash received from FMS and from repayments
of FMS credits shall not be used for financing new credits or guaranties (Sec 37, AECA).

e. Commercial Air Travel. US military and DoD civilian officials and
employees who travel to and from a foreign country on SA business, whether the travel is financed
by FMS administrative or case funds, must use the same commercial air carrier, class of service,
and routing that the transportation officer requires of other DoD travelers. Waivers from the
normal travel procedures shall be granted SA travelers on the same basis and in the same manner as
provided for DoD personnel traveling on regular defense business.
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I. Incendiary Items. White Phosphorous. and Riot Control Agents, The
following is USG policy regarding the sale of these items:

1. Napalm, including napalm thickener, dispensers, and fuses will not be provided
through FMS or on a commercial basis.

2. Requests for white phosphorus munitions should be submitted in accordance with
the procedures established for SME (Section 700). Requests should indicate, by type of
ammunition requested, the quantity and intended use of the ammunition. Requests should be
accompanied by the US mission's opinions as to whether the amount requested is reasonable in
relation to the intended use, current on-hand inventories, and predictable usage rates of such items;
and requests must also contain assurance from the host government that the white phosphorus
munitions will be used only for purposes such as signalling and smoke screening. DSAA will be
responsible for coordinating approval of the request. Upon approval, DSAA will advise the
cognizant DoD component of the approval along with the conditions for its use which will be made
a part of the LOA.

3. Riot control agents may not be provided via FMS, but certain types are available on
a commercial basis. Such proposed commercial sales require that an export license be obtained
from the DoS, Office of Defense Trade Controls.

J. Section 527, Foreign Operations, Export Financing, and Related Programs
Appropriations Act, FY94 continues the prohibition on sale of M-833 depleted uranium
ammunition and comparable anti-tank rounds except to NATO member countries, major non-
NATO allies, Taiwan, and countries for which a Presidential national security interest
determination has been completed.

K. Section 532, Foreign Operations, Export Financing, and Related Programs
Appropriations Act, FY94 continues the prohibition on provision of Stinger to countries bordering,
the Persian Gulf (Iraq, Iran, Kuwait, Saudi Arabia, Qatar, United Arab Emirates, and Oman).
Based on a Presidential Determination and other specific circumstances discussed in Section 581,
Foreign Operations, Export Financing, and Related Programs Appropriations Act, 1990/PL 101-
167, this prohibition does not apply to Bahrain's one-for-one purchase of replacement missiles.

L. Section 1094 of the Defense Authorization Act of 1994 extends the moritorium on sale,

transfer, or assistance with respect to the provision of anti-personnel landmines.

20302 SHIP TRANSFERS.

A. Vessels 20 years old or more and no more than 3,000 tons (light load displacement) or
less may be transferred after 30 continuous days of the date that the USN notifies Congress of its
intent to make the transfer. Naval vessels less than 20 years old or more than 3,000 tons may be
transferred only after enactment of specified legislation authorizing the transfer. These criteria and
Congressional oversight provisions are prescribed by 10 USC 7307.

B. Regardless of the method of transfer (sale or lease) the foreign government will normally
pay all costs incidental to the transfer.

C. Leasing of ships must be in accordance with AECA Chapter 6 unless otherwise expressly
authorized by separate legislation. Such leasing is reserved for exceptions where a sale is not
feasible.
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D. Ship transfer and approval procedures:

1. The foreign government normally requests P&A, followed by a formal request for
transfer expressed in diplomatic notes. The latter is a prerequisite to Congressional notification
under the AECA for a lease, and to submitting notification to the Congress or requesting
authorizing legislation under 10 USC 7307.

2. Ship transfers are coordinated by the Director, Navy IPO. DSAA coordinates all
transfers within OSD and with DoS. DSAA ensures compliance with statutory notification and
authorizing legislation requirements. The Navy prescribes policies and procedures for ship
transfers in SECNAV Instruction 4900.48 series.

3. Navy IPO submits each request for sale to the Director, DSAA. This takes the form
of either a draft Congressional notification letter or a draft ship transfer bill, pursuant to 10 USC
7307. Each request will include a statement of approval from the Secretary of the Navy or his
designee.

4. Lease procedures are found in Chapter 12. Leases entered into under the authority
of specific legislation (per 10 USG 7307) will be coordinated and staffed on a case-by-case basis.
Director, DSAA, will coordinate all ship lease requests and advise Navy IPO of approval or
disapproval. If approved, Navy IPO may offer the ship to the requesting country concerned, when
statutory notification or legislative authorization requirements have been met.

20303 SECURITY NOTES RELATED TO MAN-PORTABLE AIR DEFENSE
SYSTEMS SALES.

A. The following notes should apply to sales to NATO, NATO Nations, Japan, Australia,
and New Zealand:

"Purchaser agrees to adhere to the following additional security requirements asso-
ciated with MANPADS. Modification of specified requirements to meet indigenous
conditions may be approved by the Office of the Deputy Chief of Staff for Operations and
Plans (DAMO-ODL-S), US Army.

1. Physical Security: The (insert appropriate missile) will be stored in
magazines that are at least equivalent in strength to US Army requirements as specified in
subparagraph (a) below. The Purchaser also agrees to comply with US Army specified
requirements for lighting, doors, locks, keys, fencing, surveillance, and guard systems.
Specific requirements will be agreed upon and installed prior to delivery of the missile
system. US Army representatives will be allowed to verify security measures and
procedures established for implementation of these requirements.

a. Magazines: Reinforced concrete, arch type, earth covered whose con-
struction is at least equivalent in strength to the requirements of Chapter 5, Department of
Defense Manual 6055.9 - STD, Ammunition and Explosive Safety Standards, July 1984,
will be used for storage (stanObxds of which will be provided to the Purchaser).

b. Lighting: Lighting will be provided for exterior doors and along
perimeter barriers. Security lighting requirements will conform to the ammunition and
safety requirements of Appendix C, US Army Technical Manual 9-1300-206 (standards
of which will be provided to the Purchaser).

c. Doors. Locks. and Keys: Exterior doors will be class five steel vault
doors secured by two key-operated high security padlocks and a high security shrouded
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c. The US Government will be notified of deployments through the Security
Assistance Organization."

C. The DoS will ensure that transfers of MANPADS under FAA Sec 506(a) include the
security requirements as previously mentioned in this paragraph.

D. The following procedures apply after an LOA for the purchase of a MANPADS has been
accepted by a foreign government or if MANPADS are provided under the authority of Section
506(a).

1. The US Army will provide a copy of the LOA to the in-country SAO.

2. US Army personnel will inspect the physical security arrangements prior to the
delivery of the first shipment of MANPADs to ensure that security meets US requirements.

3. The US Army will notify the SAO when delivery of the missiles has begun; serial
numbers will be provided to the SAO for missiles received by the foreign government.

4. The STINGER system and all its variants shall be accounted for by verifying receipt
of the gripstock and missile.

5. The SAO will arrange with the purchasing government to verify by serial number
receipt in country of the missiles. The first annual physical inventory should occur after the US
Army notifies the applicable SAO of final delivery of missiles. Yearly requirements for US
inspection and inventory will begin from that date.

6. Except for missiles deployed to hostile areas, the SAO must physically inventory all **
MANPADS by serial number. This requirement cannot be satisfied by the foreign government, or
through a review of host nation records.

a. Inventory will consist of 100 percent comparison of serial numbers on missile
containers and lists discussed in D.3. above. At least five percent of those containers, selected to
ensure an accurate sample of all country inventory, will be opened to ensure container and missile
serial numbers correspond.

b. The CINC may determine, based on assessment of the threat to security of
missiles in the area, if a percentage of missiles higher than five percent should be sampled.

c. For MANPADS obtained through foreign coproduction or manufacture, the
inventory requirements imposed by the MOU and any implementing instructions will govern,
subject to clarification in a. and b. above.

7. The SAO must, at least once a year, randomly review the recipient government's
records of monthly, two-man verifications.

8. A report of the SAO findings shall be sent to DSAA-OPS and US Army

(USASAC), with an information copy to the applicable Unified Command.

20304 SUSPENSIONS AND CANCELLATIONS OF SECURITY ASSISTANCE.

A. If DoS determines that it is necessary to suspend security assistance to a particular
country, the Director, DSAA, will issue instructions to the SA program MAs. The following
procedures normally will be employed:

203-7 Change No. 7, 5 January 1996



20304.A. 1. DOD 5105.38-M

1. All deliveries of defense articles to the embargoed country will be stopped
immediately. No release of new LOAs will be made. No materiel will be released to the country's
freight forwarder or to the country. There should be no new contracting actions for an embargoed
country; on-going contracting actions should be suspended.

2. If procurements have been started, but contracts have not been awarded, the IA
should inform DSAA of the details and ask for guidance.

3. Normally, contracts that have been awarded should continue. However, DSAA
should be informed when deliveries are ready to be made so that the possible diversion of the
materiel to another country, or to a DoD component, or to storage can be decided. The Director,
DSAA, will issue appropriate instructions once the decision is made.

4. Shipments of defense articles, where the materiel is under USG control, will not be
loaded at the ports of embarkation. Materiel already enroute to the country will not be delivered; it
will be retained under USG control. Defense articles that fit these categories should be stored by
the appropriate DoD component using the most economical storage until further DSAA instructions
arrive.

5. Materiel ready for shipment from a contractor should be shipped to an appropriate
DoD facility for segregated storage until DSAA disposition instructions arrive. Arrangements for
storage at the contractor's facility may be made if that is the most economical storage.

6. Requisitions submitted against either a CLSSA or a blanket order FMS case will be
held by the receiver. Requisitions from an embargoed country will not be filled.

7. With regard to training funded through an FMS case or under IMET, students in
training before the suspension date notification may complete their course. Sequential training
(proceeding to the next scheduled course) is excluded unless specifically authorized by the
Director, DSAA. Students who have not started training by the suspension date will not begin a
course. Instructions on what to do with students from embargoed countries will be provided by
the DSAA (also see 100120.G.).

8. Within ten days of a suspension notification, the IA will advise DSAA of the impact
of the suspension. This should include the identification of major items and significant secondary
items that are within the DTS and which are scheduled for release to the embargoed country within
30 days, and those items that are on order but which have not been shipped. As soon as possible
and not later than 21 days after the suspension, DSAA should be advised of all other materiel that
is either enroute, scheduled for shipment within 30 days, or on order but unshipped. The latter
report should also identify the total unused dollar value on blanket order and CLSSA (FMSO II)
cases.

B. Suspension of delivery is not the same as FMS case cancellation or contract termination
action. DoS may extend a suspension to become a cancellation in accordance with AECA Secs
2(b) and 42(e). If State makes this decision, case cancellation and contract termination will be
directed by DSAA. Specific guidance about disposition of items, funding, etc., will be provided
after a case-by-case review.

C. DoS has responsibility for issuing instructions with respect to revoking and refusing to
issue export licenses and will deal directly with foreign government representatives in cases where
title has passed to the Purchaser but which may be in storage or in transit within the United States.
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CHAPTER FOUR **

SECURITY ASSISTANCE PLANNING

Section 400 - General

40001 PURPOSE AND SCOPE. The purpose of this chapter is to discuss the SA planning
process, where it fits into the national security planning process, and its importance in US
cooperative security efforts with foreign countries.

40002 POLICY. DoD SA planning activities must be in consonance with US military strategic

plans and objectives and policy guidance issued by the SecDef and the SecState (DoDD 5132.3).

40003 GENERAL.

A. Plans are intended to accomplish a common objective, normally within a given time and
space (JCS Pub. 1).

B. SA programs support US national security and foreign policy objectives. SA programs
increase the ability of our friends and allies to deter and defend against possible aggression, to
promote the shouldering of the common defense burden, and to foster regional stability.

C. Long-range SA planning is intended to assist friendly and allied governments to identify
and assess military capabilities and requirements, to provide justification for scarce USG SA
funding, and to provide orderly program implementation. The transfer of end-items is
accompanied by the necessary planning of follow-on support and other elements of continuity.
The reliability of the US on a long-term basis depends on this "total package approach."

D. Involvement of a friendly government in SA planning and programing normally entails
the release of essential information and data (see Section 50203).

40004 RESPONSIBILITIES. The following shows principal planning agencies, primary
responsibilities for SA planning, and the corresponding document outlining those responsibilities:

A. Security Assistance Offices. "Evaluation and planning of the host government's
military capabilities and requirements" (FAA See 515(a))

B. Unified Commands. "Provide to the JCS a military assessment and impact upon SA
programs within their respective areas of responsibility" (DoDD 5132.3)

C. The Joint Staff. "Coordinate SA with military plans and programs and provide the
SecDef with military advice concerning SA programs, actions, and activities" (DoDD 5132.3)

D. Defense Security Assistance Agencv. Direct, administer, and supervise the

execution of SA programs (DoDD 5105.38)

40005 PLANNING CONSIDERATIONS

A. SA planning is at times complex, but must remain adaptive and flexible to ensure that
security assistance is a valuable tool of US national security and foreign policy objectives.
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B. Friendly governments have the fundamental responsibility to determine and plan their
own security objectives.

C. SA planning differs from the DoD FYDP and planning program budget system. This is
because the USG does not promote defense sales (except in rare instances), financing is obtained
on a year-to-year basis, and funding is usually not assured for the long term. The USG does not
plan for countries; friendly governments shall do their own planning based on their respective
security priorities. The level of planning capability varies from country-to-country; the more
sophisticated the planning in a country, the less likely the country is to make the USG privy to its
plans. Lastly, crises, conflicts, and other events frequently intervene to change directions in
programs and overall financing options. Within these limits, some estimates of needs and
priorities can be made, and every effort must be made to anticipate the shape of the future without
expecting it will result in a definitive SA plan.

D. Discussions and communications between DoD representatives and foreign governmental
officials incidental to the development of plans, programs, and related data shall be conducted in
such a way as to ensure mutual understanding that such discussions or communications do not
constitute or imply any commitment on the part of the US (DoDD 2100.2).

E. SA plans shall take into consideration the economic capabilities of the respective foreign
government, the support provided by third parties, and the overall US conventional arms transfer
policy and respective regional conventional arms transfer policies. Except for overriding military
considerations, the build-up of military forces that the prospective recipient country ultimately
cannot support shall be discouraged. In providing SA to less developed countries, emphasis shall
be placed on the development of their capabilities to organize, employ, and manage national
resources allocated to defense.

F. A friendly government needs assessment is critical to the establishment of any long-range
SA plan. The assessment is generally a list of items the country team believes is necessary for the
maintenance of the country's defense needs.

40006 PLANNING ACTIVITIES AND TOOLS. SA planning is important to both USG-
funded programs and to country-financed (cash) sales. Several planning tools already exist:

A. Fiscal Year Planning Assessment (FYPA). The single most important planning
instrument for USG-funded programs is the FYPA which is prepared by the country team,
normally with the SAO as the focal point. The FYPA provides certain information required as part
of the federal budget development process. If the annual FYPA submission is to have strong
impact, it must be timely and complete. Subsequent to submission of the FYPA to DoS, and the
completion of initial staffing, the Security Assistance Planning and Review Working Group
(SAPRWG) may meet to review the SA programs for the budget year. After this staff effort,
formal interagency coordination (which includes the Department of Defense) takes place before
DoS submits the budget to OMB. If DoS and OMB disagree, resolution of issues may take place
in the White House Budget Review Board. The final SA budget for the upcoming fiscal year is
presented in detail and justified to the Congress in the annual Congressional Presentation
Document (CPD). The CPD is required by law to be presented to the Congress by 1 February
each year.

B. The lavits Renort (AECA Sec 25(a)). On or before 1 February of each year, the
President shall transmit to Congress the annual "Arms Sales Proposal" covering all sales, including
USG-funded and cash FMS and licensed commercial exports of major weapons or weapons-
related defense equipment for $7M or more, or of any other weapons-related defense equipment
for $25M or more, which are considered eligible for approval during the next fiscal year (see Table
E-6).
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C. Security Assistance Survey Teams (AECA See 26). Teams consisting of USG
personnel, along with host country, commercial contractor, or other representatives, conduct
surveys in a country, as requested by the country. These teams (Table 400-1) review country
military capabilities and deficiencies, generally or in a specific area, and make recommendations to
meet SA objectives. These include defense requirements surveys, site surveys, general surveys or
studies, and engineering assessment surveys. Funding is discussed in Section 702. Logistics
conferences for program definitization, as discussed in Section 701, are excluded. A
comprehensive survey of a country's military capabilities may be requested at the time a new
program is initiated in order to provide a baseline for program development. More often, surveys
are conducted in the context of ongoing programs to address specific needs.

D. Annual Legislative Initiatives. Each year DSAA solicits input from the MILDEPs
and UCOMs, through the Joint Staff, regarding the upcoming year's SA legislative initiatives.
These initiatives are reviewed for submission within the Administration's proposed annual foreign
aid and defense legislation. DSAA forwards its legislative proposals to the DoD General Counsel
or DoS, as appropriate, for departmental and interagency coordination. The DoD General Counsel
or DoS then submits the initiatives to OMB for approval prior to their being sent to the Congress.

E. Materiel Notices. These notices inform countries of events which will have an impact
on their ability to acquire or support an item through FMS. They normally call for submission of
an LOR to ensure an ability to acquire items or associ.-I• support.

1. IAs may consider preparation of ice messages or letters under conditions such as
when US production for the items is scheduled to end (for support items, see Section 80204) or
the US is making a periodic buy of items for which there may be foreign demand.

2. Notices will be disseminated only to those countries that have previously shown an
interest in the items. Interest might include purchase, request for P&A data or an LOA for which
data have been released, or purchase of weapon systems which utilize the items. IAs will assure
that countries addressed on the notices are eligible to purchase the items under the NDP. Notices
will be coordinated with DSAA (which will in turn coordinate with DoS) prior to dispatch.

3. Notices initially will be developed within the respective MILDEP. The MILDEP will
coordinate proposed notices with other involved DoD Components and then with DSAA prior to
dispatch. Notice correspondence must include rationale for issuing the notification, the final date
for receipt of an LOR, and the final date for acceptance of the LOA.

40007 SECURITY ASSISTANCE IN WARTIME. Under normal FMS procedures, the
USG is precluded from making commitments which would extend into wartime. The US will
continue SA programs to the extent that US national security requirements permit.

A. The following AECA Sec 42(e)(1) provision is contained in each LOA: Each contract for
sale entered into under Secs 21, 22, 29, and 30 of this Act, and each contract entered into under
Sec 27(d) of this Act, shall provide that such contract may be canceled in whole or in part, or its
execution suspended, by the United States at any time under unusual or compelling circumstances
if the national interest so requires.

B. While FMS arrangements may be canceled in certain situations, it is normally in the US
interest to continue some or all of the arrangements. Assets may not be sufficient to meet all
requirements. Outlined below are some of the considerations and a summary of possible
alternatives.
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1. In most situations, SA programs will continue. They may increase for some
countries directly involved in the emergency.

2. DSAA, through the IAs, will identify materiel in the FMS pipeline and the Director,
DSAA, in consultation with the Joint Staff, will reallocate this materiel among FMS countries. The
Joint Staff will consult with the combatant commands as necessary.

3. Assets may be allocated between US and FMS requirements based on the level of
conflict and other pertinent factors.

4. The Joint Staff Joint Materiel Priorities and Allocation Board (JMPAB) may review
requirements based on MILDEP/UCOM input and recommend to the SecDef a worldwide
Allocation Plan. At some point, the US and the FMS logistics flow may be merged into a single
pipeline allocated to the theater by the JMPAB. Within the theater, the UCOM may allocate to US,
allied, and friendly forces.

5. A Presidential Determination might be proposed to exercise emergency authorities;
for example, waiver of AECA Sec 36(b) pre-sale notification requirements or authority to bill after
delivery (AECA Sec 21(d)).

6. After consultation between DoS and DoD, emergency legislation might be presented
to Congress to meet the needs of the situation; for example, modification of Congressional
reporting requirements or a supplemental SA funding request.

C. Each country should evaluate its own needs, stock more critical items if it deems this to
be necessary to reduce its risk during time of war, keep open the mechanism for expedited supply
by keeping blanket order and CLSSA cases active, and unilaterally develop contingency plans to
the Minimum Essential Security Assistance Requirements (MESAR) level in order to process
orders quickly through those cases in an emergency.
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TABLE 400-1

SECURITY ASSISTANCE SURVEY TEAMS

(Under AECA Sec 26)

I. GENERAL

A. OASD(ISA) coordinates DoD actions relating to surveys to assess country or
international organization capabilities and to identify future needs. This includes the required
interface with DoS, ACDA, and other agencies. Survey actions, including personnel details, also
are coordinated with the Joint Staff and DSAA.

B. The decision to dispatch a survey team will include an assessment of US and country
impact of funding the program for which the survey is being conducted, the program's regional
arms control implications, interface with current arms sales policies, and pertinent data beyond
strictly military considerations, such as human rights factors. This information will be reflected in
the Terms of Reference (TOR) developed by the combatant command/lead agency and provided to
the team.

C. Teams normally will be led by DoD, with DoS invited to provide a deputy team chief of
roughly comparable rank. MILDEP affiliation shall be determined by the purpose of the survey.
For surveys to meet a requirement rather than to evaluate overall capabilities, the lead agency will
be identified during initial staffing of the requirement. When a joint team is required, the team
chief will be determined on the basis of the MILDEP having predominant interest. DoD
participation shall be limited to the minimum number required to gather effectively the technical
information necessary to ensure the success of the information-gathering effort. The SecState will
have final authority to rule on the participation on the survey team by agencies other than DoD,
although these decisions normally are reached by DoD/DoS consensus. Concerns of other
agencies will be carefully considered in determining team composition.

D. DSAA, based on AECA Sec 26(b), and as part of the overall AECA Sec 36(a) quarterly
report to Congress, will include a list of SA Surveys authorized during the preceding calendar
quarter. The report will include the following information: Country surveyed, dates of survey,
purpose of survey, and number of USG personnel participating.

1. The lead MILDEP is responsible for submitting the report to DSAA/OPS not later
than 30 days after the end of each quarter. The report will identify SA Surveys conducted during
the preceding quarter. Negative replies are required.

2. DSAA will review each submission and provide a consolidated report with the
quarterly report to Congress.

TABLE 400-1. Security Assistance Survey Teams (Pg 1 of 4)
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E. Necessary staffing should be accomplished before finalization of survey reports to ensure
that each report reflects a coordinated USG position. Coordination with DSAA is required for each
draft survey report within 30 days of its preparation. Consistent with AECA Sec 26(c), individual
survey reports should not be provided to Congress unless a specific request is received. The lead
MILDEP should ensure that a copy of each such request is forwarded to the Director, DSAA, for
submission to Congress.

II. GENERAL TERMS OF REFERENCE

A. Teams:

1. Will report to the US Ambassador or, in his/her absence, the charge d'affaires upon
arrival in country and will serve under the overall supervision of the Ambassador. Formal
consultations with the host country will be conducted subject to the concurrence of the
Ambassador, with the participation of such embassy staff as s/he may direct (the SAO office is
normally the coordination office within the mission). Prior to departure, the team will brief the
Ambassador as well as the SAO office on its preliminary conclusions. Additionally, the team will
consider, on a case-by-case basis, whether its evaluation warrants leaving an interim report with
the host country upon departure.

2. Will ensure recommendations reflect the total package concept including end-items,
ancillary equipment, training, and logistics. Recommendations should not necessarily be based on
US force solutions. At least three levels of funding alternatives should be presented in the report.

3. Should evaluate the military manpower base, its capacity, the existing logistics
support capability, the capability of the country to prevent compromise of sensitive data and
equipment, training requirements, and compatibility of recommended equipment with that currently
in the host country inventory.

4. Will debrief the respective combatant command on preliminary findings prior to its

return to the US.

B. Teams should avoid:

1. Making comments to host governments concerning possible availability of USG
resources in any form.

2. Providing the host government any P&A data, DoD lead times on equipment, or
indicate any prospects for accelerated deliveries. The team, however, may provide general orders
of magnitude information concerning P&A for illustrative purposes. Firm estimates can be
provided only through normal channels and only in response to specific requests conveyed through
the US Embassy, not through the survey team.

3. Committing the USG to the sale of any specific defense article or service.

TABLE 400-1. Security Assistance Survey Teams (Pg 2 of 4)
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4. Providing any possible indication that the USG would assist in construction of
airfields, camps, or other military facilities.

5. Providing any kind of independent assessment or confirmation of the external threat
as perceived by the host country. Release of classified information will be in accordance with
NDP-1.

6. Providing military advice concerning tactics, doctrine, basing, combat planning, or
operations.

7. Making commitments to follow-up technical discussion or further surveys.

8. Except as discussed in II.A.1 above, providing the host country with an interim
report.

III. SECURITY ASSISTANCE TEAM PROCEDURES

A. Consideration of conducting a survey normally is a result of presenting the USG with a
significant defense sales request, or requesting the USG survey defensive capabilities and
requirements. Also, the USG may, at its own initiative, propose a survey team.

B. The normal response to the initial request for a survey shall be that the scope of the
request requires review before a decision on the survey can be given. A comprehensive review of
current defense sales restraint policies, regional arms control considerations, potential economic
impacts, and human rights implications of defense sales is then initiated.

C. DoS, DoD, and ACDA shall review the defense sales request within the context of policy
guidance, highlighting areas requiring policy decisions. DoD will prepare a preliminary
assessment of the availability of the requested equipment or services, as well as the requesting
nation's requirement for and technical ability to absorb the items in question. DoS will review the
FMF situation for the host country, where applicable. Any statement regarding FMF beyond the
current fiscal year's approved budget must receive Executive Office clearance by NSC and OMB.
Future financing contributions can only be made in accordance with prevailing procedures.

D. DoS and AID will estimate the extent of the ability of the host country to devote its
economic resources to defense purchases without an unduly deleterious effect on the host country
economy. Needs for additional information will be identified during this review.

E. Simultaneously with the above review, the US embassy will be instructed by the DoS to
contact appropriate host country ministries to ascertain the extent to which the host country is
willing to commit its own resources to military purposes over the next three-five years, noting that
financial parameters are essential ingredients in a realistic survey effort.

F. The Director, Central Intelligence Agency, will be requested to produce an interagency
threat assessment.

TABLE 400-1. Security Assistance Survey Teams (Pg 3 of 4)
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G. Information gathered above is incorporated by DoS (PM) into an Action Memorandum to
the SecState, coordinated with ACDA, DoD, OMB, and NSC, to determine (1) whether to send a
survey team and (2) the mission of the team. In the event a decision is made to send the team prior
to completion of the information gathering process outlined above, as many of the above steps as
are possible will nevertheless be completed prior to the departure of the team. Affirmative
decisions will be reported to Congress by DSAA as required by AECA Sec 26(b).

H. If the decision is made to dispatch a survey team, TOR and team composition will be
developed by DoD in coordination with DoS, ACDA, and AID, if appropriate. The NSC and
OMB must clear TOR and team composition. The US embassy will ensure a.at the government of
the country to be surveyed understands and accepts the projected scope. If a decision is made not
to dispatch the survey team, the US embassy, by direction of DoS, will convey this decision to the
government, with explanatory rationale.

I. Pre-departure briefings for survey teams will include:

1. Scope and missio,, of the survey, Congressional or legal considerations, and arms
control considerations (DoS/DoD).

2. Condition of the host country economy (DoS/AID).

3. Political situation in the host country and personal conduct-in-country (DoS).

4. Threat assessment and armed forces (CIA/DIA).

J. In-country gathering of information. Conduct of the survey team will be in accordance
with the TOR.

K. Within ten duty days after returning to CONUS, a preliminary briefing will be given by
the team chief for relevant DOS, DoD, ACDA, AID, NSC, OMB, CIA, and DIA personnel, with
special attention to issues requiring high level policy review.

L. Within 30 days of its return to CONUS, the team will provide the draft report for review.

M. All appropriate agencies will simultaneously review the draft review. The Arms Transfer
Management Group (ATMG) will serve as the interagency forum for the coordination of the report
and the formulation of policy issues. The NSC staff, as necessary, will review the survey findings
and make recommendations to the President.

N. The approved report will be presented to the host country and to Congress, if requested,
pursuant to AECA Sec 26(c).

TABLE 400-1. Security Assistance Survey Teams (Pg 4 of 4)
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The following acronymns or abbreviations are used in this table:

Country/Organization and Ca&. The short names and two digit Code listed are those
assigned for FMS purposes (e.g., for assignment of LOA identifiers or SA communications) and
are generally consistent with National Institute of Standards and Technology (NIST) codes in
"Status of the World's Nations", DoS Office of the Geographer Publication 9694. If a territory,
the host country Code is listed in parenthesis to the right of the Country name. Where FMS and
NIST codes differ, NIST codes are listed parenthetically to the right of the SA Code.

UCOM (unified command area). NR - Nonregional, AT - Atlantic Command, CE - Central
Command, EU - European Command, PA - Pacific Command, and SO - Southern Command

RBg (Region/Congressional grouping). NR - Nonregional, AFR - Africa Region, AR -
American Republic, EUR - European, EAP - East Asia and Pacific, NESA - Near East and South
Asia

FMS (AECA eligibility). F - Countries/Organizations determined by the President under
AECA Sec 3(a)(1) to be eligible to purchase defense articles and defense services under authority
of the AECA. A determination by itself does not signify that sales will be made since sales may
have been suspended for legal or policy reasons. Questions regarding eligibility may be referred to
DSAA Operations.

DM (dependable undertaking). U - authorized terms of sale DU.

DMS (defense transportation service). T - authorized to use DTS for all FMS shipments. Not
all countries authorized DTS have active FMS programs. No international organization has DTS
authority.

All interim or permanent changes to this table must be made by DSAA Operations Directorate,
Management Division. Country/organization/ other codes which are not included below will not be
introduced into records, including automated local records, without formal approval.

Country foe UCOM RU EMS DX D
Afghanistan AF CE NESA F\1
Albania AL EU EUR F
Algeria AG EU NESA F U
Andorra AN EU EUR
Angola AO EU AFR
Anguilla AV AT AR
Antigua and Barbuda (UK) AC AT AR F T
Argentina AR SO AR F U
Anmenia AM EU EUR
Australia AT (AS) PA EAP F U
Austria AU EU EUR F U
Azerbaijan AJ EU EUR

TABLE 600-1. Country and International Organization Information (Pg 1 of 8)
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Countryx CoIeM rig EMS fU DTS

Bahamas BF AT AR F U
Bahrain BA CE NESA F U
Bangladesh BG PA NESA F U
Barbados BB AT AR F U T
Belarus BO EU EUR
Belgium BE EU EUR F U
Belize (UK) BH SO AR F T
Benin DA (BN) EU AFR F T
Bermuda (UK) BD AT AR
Bhutan BT PA NESA
Bolivia BL SO AR F T
Bolivia INC D1 SO AR F
Bosnia-Hercegovena BK EU EUR
Botswana BC EU AFR F U T
Brazil BR SO AR F U
British Indian Ocean (UK) 10 PA NESA
British Virgin Islands (UK) VI AT AR
Brunei BX PA EAP F U
Bulgaria BU EU EUR F
Burkdna Faso UV EU AFR F T
Burma - see Myanmar - -

Burundi BY EU AFR F T

Cambodia CB PA EAP F
Cameroon CM EU AFR F U T
Canada CN (CA) NR EUR F U
Cape Verde, Republic of CV AT AFR F T
Cayman Islands (UK) CJ AT AR
Central African Republic CT EU AFR F T
Chad CD EU AFR F T
Chile CI SO AR F U
China CH PA EAP F U
Colombia CO SO AR F U T
Colombia INC D5 SO AR F U T
Comoros CR (CN) PA AFR F
Congo CF EU AFR F
Cook Islands CW PA EAP F
Costa Rica CS SO AR F U T
Croatia HR EU EUR
Cuba CU AT AR
Cyprus CY EU EUR
Czech Republic EZ EU EUR F

Denmark DE (DA) EU EUR F U
Djibouti DJ CE AFR F T
Dominica DO AT AR F U T
Dominican Republic DR AT AR F U T

TABLE 600-1. Country and International Organization Information (Pg 2 of 8)
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Counra CA" UCOM RFg EMS ftU M

Ecuador EC SO AR F U T
Ecuador INC D6 SO AR F U T
Egypt EG CE NESA F U
El Salvador ES SO AR F U T
Equatorial Guinea EK EU AFR F T
Eritrea ER CE AFR F *

Estonia EN EU EUR F
Ethiopia E7 CE AFR F T

Falkland Islands (UK) FA AT AR
Faeroe Islands FO AT EUR
Fiji FJ PA EAP F
Finland FI EU EUR F U
France FR EU EUR F U
French Guiana (FR) FG SO AR
French Polynesia (FR) FP PA EAP

Gabon GB EU AFR F T
Gambia GA EU AFR F T
Georgia GG EU EUR
Germany GY (GM) EU EUR F U
Ghana GH EU AFR F T
Gibraltar (UK) GI EU EUR
Greece GR EU EUR F U
Greenland (DE) GL AT AR
Grenada GJ AT AR F T
Guadeloupe (FR) GP AT AR
Guatemala GT SO AR F U T
Guinea GV EU AFR F T
Guinea-Bissau PU EU AFR F T
Guyana GU SO AR F T

Haiti HA AT AR F U T
Honduras HO SO AR F U T
Hong Kong (UK) HK PA EAP
Hungary HU EU EUR F

Iceland IL (IC) AT EUR F U
India IN PA NESA F U
Indochina IC PA EAP
Indonesia ID PA EAP F U
Iran IR CE NESA
Iraq IQ CE NESA
Ireland El EU EUR F U
Israel IS EU NESA F U
Italy IT EU EUR F U
Ivory Coast IV EU AFR F T

TABLE 600-1. Country and International Organization Information (Pg 3 of 8)
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Countrx CA& UCOM M EM 1W DTS

Jamaica JM AT AR F U T
Japan JA PA EAP F U
Jordan JO CE NESA F U T

(Kampuchea) See Cambodia - -

Kazakhstan KZ EU EUR
Kenya KE CE AFR F U T
Kiribati KR PA EAP
Korea (Seoul) KS PA EAP F U
Kuwait KU CE NESA F U
Kyrgyzstan KG EU EUR

Laos LA PA EAP F\1
Latvia LG EU EUR F
Lebanon LE EU NESA F U
Lesotho LT EU AFR F T
Liberia LI EU AFR F U T
Libya LY EU NESA FlJl
Liechtenstein LS EU EUR
Lithuania LH EU EUR F
Luxembourg LX (LU) EU EUR F U

Macau (PT) MC PA EAP
Macedonia MK EU EUR
Madagascar MA PA AFR F T
Malawi MI EU AFR F T
Malaysia MF (MY) PA EAP F U
Maldives MV PA NESA
Mali RM (ML) EU AFR F T
Malta MT EU EUR F U
Marshall Islands RI (RM) PA EAP F •
Martinique (FR) MB AT AR
Mauritania MR EU AFR F T
Mauritius MP PA AFR F T
Mexico MX SO AR F U
Micronesia FM PA EAP F
Moldova MD EU EUR
Monaco MN EU EUR
Mongolia MG PA EAP
Montserrat (UK) MH AT AR
Morocco M0 EU NESA F U T
Mozambique MZ EU AFR F T
Myanmar (formerly Burma) BM PA EAP F

Namibia WA EU AFR F T
Nauru NR PA EAP

TABLE 600-1. Country and International Organization Information (Pg 4 of 8)
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Count r UCOM Rug EM lW WM

Nepal NP PA NESA F U
Netherlands NE (NL) EU EUR F U
Netherlands Antilles (NE) NA (NT) AT AR
New Caledonia (FR) NC PA EAP
New Zealand NZ PA EAP F U
Nicaragua NU SO AR F\1
Niger NK (NG) EU AFR F T
Nigeria NI EU AFR F U T
Niue NQ PA EAP
Norfolk Islands (AT) NF PA EAP
Norway NO EU EUR F U

Oman MU CE NESA F U

Pakistan PK CE NESA F\j U
Panama PN (PM) SO AR F U
Papua-New Guinea PP PA EAP F
Paraguay PA SO AR F T
Peru PE SO AR F U T
Peru INC D3 SO AR F U
Philippines PI (RP) PA EAP F U
Pitcairn (UK) PC PA EAP
Poland PL EU EUR F
Portugal PT (PO) EU EUR F U

Qatar QA CE NESA F U

Reunion (FR) RE PA AFR
Romania RO EU AFR F
Russia RS EU EUR
Rwanda RW EU AFR F T

San Marino SM EU EUR
Sao Tome and Principe TP AT AFR F T
Saudi Arabia SR (SA) CE NESA F U
Saudi Arabia National Guard SI CE NESA F U
Senegal SK (SG) EU AFR F T
Serbia S2 (SR) EU EUR
Seychelles SE PA AFR F T
Sierra Leone SL EU AFR F T
Singapore SN PA EAP F U
Slovak Republic LO EU EUR F
Slovenia S3 (SI) EU EUR
Solomon Islands BP PA EAP F
Somalia SO CE AFR F T
South Africa UA (SF) EU AFR
Spain SP EU EUR F U
Sri Lanka CE PA NESA F
St Helena (UK) SH AT AFR

TABLE 600-1. Country and International Organization Information (Pg 5 of 8)
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untr~y r,.fd UCOM &9 EM l DM

St Kitts and Nevis SC AT AR F T
St Lucia ST AT AR F U T
St Pierre and Miquelon (FR) SB AT AR
St Vincent and Grenadines VC AT AR F U T
Sudan SU CE AFR F U T
Suriname NS SO AR F U
Swaziland WZ EU AFR T
Sweden SW EU EUR F U
Switzerland SZ EU EUR F U
Syria SY EU NESA

Taiwan 1W PA EAP F U
Tanzania TZ EU AFR F T
Tajikistan TI EU EUR
Turanenistan TX EU EUR
Thailand TH PA EAP F U
Togo To EU AFR F T
Tokelau (NZ) iL PA EAP
Tonga TN PA EAP F
Trinidad-Tobago TD AT AR F U
Tunisia TU (TS) EU NESA F U
Turkey TK (TU) EU EUR F U
Turks and Caicos (UK) TS AT AR
Tuvalu IV PA EAP

Uganda UG EU AFR F T
Ukraine UP EU EUR
United Arab Emirates TC CE NESA F U
United Kingdom UK EU EUR F U
United Kingdom Polaris Project UZ EU EUR
Uruguay UY SO AR F U T
Uzbekistan U2 EU EUR

Vanuatu NH PA EAP F
Venezuela VE SO AR F U
Vietnam VS (VM) PA EAP p\1

Western Sahara WI EU AFR
Western Samoa WS PA EAP F

Yemen YE (YM) CE NESA F\j
Yemen, Aden YS (YM) CE NESA

Zaire CX (CG) EU AFR F T
Zambia ZA EU AFR F
Zimbabwe ZI 1U AFR F T

TABLE 600-1. Country and International Organization Information (Pg 6 of 8)
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Organigatio U/Other fode UCOM Ra EM DX

Central Treaty Organization (CENTO) 13 NR NR

DSAANDFAS reserved
Airborne Warning and Control System WI NR NR\1
Department of Defense 00 NR NR
European Participating Group F16 follow on PG NR NR
Expanded IMET (Nonspecific) 66 NR NR
F-16, Belgium Fl NR NR ,
F-16, Denmark F2 NR NR *

F- 16, Netherlands F3 NR NR ,
F- 16, Norway F4 NR NR .
FAA Sec 607 Sales, Reimbursable

(Delayed Payment) S5 NR NR *
FAA Sec 607 Sales, Payment in Advance S6 NR NR *
FAA Sec 632 Transactions S4 NR NR *
FMF Administration (DFAS use through FY95) 55 NR NR
FMS Agreements (FACTS Data, DSAA) C2 NR NR
General Cost-MAP (GC-MAP) 22 NR NR
MAP Owned Materiel (DSAA Records) M3 NR NR
MAP Property Sales and Disposal (MAPSAD) M2 NR NR
Panama Canal Area Military Schools (PACAMS) 11 SO AR
Seasparrow (Sec 1004, P.L. 98-525) N3 NR NR\•
Special Defense Acquisition Fund (SDAF) D2 NR NR

Intl Civil Def Organization (ICDO) T8 NR NR

NATO N2 EU EUR F U
Headquarters N6 EU EUR F U
Airborne Early Warning and Control

Operations and Support Budget (O+S) K7 EU EUR F U
Prog Mgt Ofc (NAPMO) N I EU EUR F U

Commo & Info Systems Agency (NACISA) K4 EU EUR F U
Euro Fighter Acft Dev, Prod, & Log Mgt
Agency (NEFMA) MI EU EUR F U

HAWK Prod & Log Org (NHPLO) M6 EU EUR F U
Missile Firing Installation (NAMFI) N9 EU EUR F U
Multi-Role Combat Acft (MRCA) Dev & Prod

Agency (NAMMA) K3 EU EUR F U
Mutual Weapons Dev Prog (MWDP) N8 EU EUR F U
NAMSA-F104 K2 EU EUR F U
NAMSA General + Nike N4 EU EUR F U
NAMSA General-Other NV EU EUR F U
NAMSA-HAWK N7 EU EUR F U
NAMSA Nike Training Center (NNTC) K6 EU EUR F U
NAMSA-Patriot MW EU EUR F U
NAMSA-Weapons M5 EU EUR F U
Southern Region Signal/Communications M7 EU EUR F U
Supreme Allied Commander, Atlantic (SACLANT) K5 EU EUR F U *
Organization of African Unity A3 NR NR F *

TABLE 600-1. Country and International Organization Information (Pg 7 of 8)

600-13 Change No. 7, 5 January 1996



DOD 5105.38-M

Orgalizaifiaon /Othpr fode UI-.M KU EM DiX
Supreme HQ, Allied Powers, Europe (SHAPE) A2 EU EUR F U

Organization of American States (OAS) Al NR NR F

Regions
Africa R6 EU AFR
American Republic R5 SO AR
East Asia and Pacific R4 PA EAP
European R2 EU EUR
Near East and South Asia R3 EU NESA

SE Asia Treaty Organization (ceased 24 Sep 75) T4 NR NR

Trust Territory, Pacific Islands PS PA EAP

United Nations 19 NR NR F
International Civil Aviation Org (ICAO) T7 NR NR F
Office for the Coordination of UN Humanitarian

and Economic Assistance Programs (UNOCHA) A4 NR NR F

\1 Program is currently restricted or suspended (suspension is noted only if extant for a
prolonged period).

\2 International Treaty Organizations include:
North Atlantic Treaty Organization (NATO) and its agencies
Organization of African Unity (OAU) *
Organization of American States (OAS)
United Nations (UN) and its agencies
Intl Commission of Control and Supervision in Vietnam (inactive)
Intl Commission of Control and Supervision in Laos (inactive)

\. Affiliated with, but not eligible for FMS as part of, NATO.

TABLE 600-1. Country and International Organization Information (Pg 8 of 8)
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Section 601 - Contractor Preference for Direct Commercial Sales

60101 PURPOSE. This section pertains to US contractors and DoD. It identifies the policies
and procedures applicable to contractor requests to sell defense articles exclusively through direct
commercial sales rather than through FMS.

60102 GENERAL.

A. Direct Sales Preference. As used in this section, the terms "direct sales" and"commercial sales" are synonymous, as are "direct sales preference" and "direct commercial sales
preference." Direct sales preference is a procedure for recognizing contractor wishes to sell
directly to countries approved to receive defense articles and services under the AECA, as opposed
to Government-to-Government sales under FMS. The procedure is implemented as a courtesy to
industry on a best efforts basis.

B. DoD Neutralit. DoD is generally neutral as to whether a foreign country satisfies its
requirements for a US origin defense article through FMS or on a direct commercial basis. DoD
inability or unwillingness to designate an item for direct sale preference should not be construed to
reflect DoD preference for sale of an item via FMS.

C. FMS Only Designation. The following criteria will form the basis for DoD
components to recommend that an item be sold only through FMS channels: A legislative or
Presidential restriction; DoD policy (e.g., NDP-I); international agreement; or a US force
interoperability or safety requirement. These criteria will be administered within DoD by DTSA
through the export licensing process. Recommendations based on these criteria must be fully
supported. Disagreements may be reconciled by DTSA or referred to the appropriate DoD element
for resolution in accordance with NDP-1, DoDD 2040.2, or DODD 5120.49.

D. Concurrent FMS and Direct Negotiations. DoD Components will not, except
where such action is specifically approved by DSAA, engage in comparison studies requested by a
foreign government of an FMS offer versus a direct commercial sale. Procedures in this section
are designed to avoid or control such studies.

E. USG Approval of Direct Sales. Agreement by DoD to notify a country of direct
sales preference does not constitute a commitment by the USG that a munitions license will be
issued or that the use of USG-owned plant and production equipment will be authorized.
Disapproval of a contractor request for this preference does not prevent approval of a munitions
license for a specific sale or of a contractor request to use USG-owned plant and production
equipment.

F. Sales Activity Communications. In implementing these procedures, each DoD
Component processing LORs or LOAs will keep other Components informed of significant
commercial sales activities.

G. Preference Life Span. Direct sale preference designations will normally be valid for
three years. Confirmation that the article still qualifies will be accomplished prior to reinstatement
or designation beyond three years. The responsibility to request continuation of the direct sale
preference designation rests with the manufacturer of the article.

H. Active Preference Summary. During January each year, DSAA will provide to
affected DoD Components a list of approved direct sale preference articles and their commercial
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producers. DoD Components will use this list and the notifications provided at the time each direct
commercial preference is approved in evaluating requests for P&A or an LOA for the articles.

I. Individual Proposals. If a request is received by DSAA which does not qualify for
direct sale preference but identifies negotiations with one or more foreign countries, consideration
will be given to preference for the transaction. A copy of the request for a price quotation from the
country must be included. These notifications will be listed for one year as an appendix to the
active preference summary.

J. Extent of DoD Commitment. The process outlined in this section is a best efforts
commitment by DoD to comply with industry preferences. Failure on the part of a DoD
Component to comply with these procedures will not invalidate any resultant FMS transaction.

60103 GUIDELINES. The following should be used to help select defense articles for
which direct commercial preference will be requested and determine when the preference will be
appliee

A. Defense Article Exclusions. The following will not be designated for direct sale
preference:

1. Article provided on FMS LOA non-defined (dollar) lines or not significant military
equipment on the USML. Automated procedures for supply under CLSSA, BO, CSP, or other
dollar lines do not lend themselves to the manual process through which direct commercial
preference operates.

2. Two or more producers qualified and capable of producing the defense article. This
is to avoid guiding purchasers to one manufacturer of an item when there are other qualified
producers.

3. Classified article. In most instances, for security reasons, classified articles require
special handling which may not allow DoD to agree to a direct commercial preference commitment.

4. Ammunition above 40mm.

5. Article which includes GFE, including GFE manufactured in a Government-
Owned, Government-Operated (GOGO) facility, unless authorized for sale to US firms under
Section 603. Controls for these items needed to sustain a surge production capacity are more *
difficult to manage under direct preference.

6. Article where supply exclusively through commercial channels could reasonably be
expected to adversely affect:

a. Deliveries to meet DoD, including FMS, needs.

b. DoD stockage levels (e.g., a substantial excess condition exists).

7. Article required in conjunction with a system sale.

8. A service. The difficulty in defining services to ensure equitable treatment of
potential contractors normally prevents approval for direct commercial preference.

B. Sgecific Sale Exclusions. Under one or more of the following conditions, items
which have otherwise been approved for direct sale preference may be sold through FMS
procedures:

601-2 Change No. 7, 5 January 1996



60103.B.I. DOD 5105.38-M

1. Sales to the Governments of Thailand and the Federal Republic of Germany. These
countries have requested and been granted exceptions to purchase via FMS, articles and services
designated for direct sale preference.

2. The sale is financed with MAP or FMF funds. ,

3. The item has unallocated SDAF or DoD long supply (including MAP disposable)
stocks and, in the judgement of the DoD Component concerned, reduction of the stocks is
desirable.

4. Transfer through commercial channels could adversely effect deliveries under

existing contracts.

5. The sale is approved by the Director, DSAA.

60104 COMMERCIAL SOURCE RESPONSIBILITIES. The manufacturer must
inform DSAA Operations Directorate that it believes it is the sole US producer and prefers to sell an
SME item on a direct commercial basis. The notification must provide the following: Article
designation or nomenclature, military model number, and NSN (mandatory, will be returned
without action if the NSN is not provided), date and number of the most recent contract with DoD,
and the DoD recipient under the contract

60105 DSAA RESPONSIBILITIES. DSAA will determine whether an article is to be
designated for direct sale preference based on the request of the manufacturer and information
provided by the cognizant DoD Component. The DoD Component will be provided an information
copy of the response to the manufacturer with instructions regarding processing of requests for
articles which have been designated for direct sale preference.

60106 DoD COMPONENT RESPONSIBILITIES. Correspondence pertaining to direct
commercial preference should be coordinated with DSAA-OPS. A copy of approved *
correspondence should be provided to the pertinent CINC and SAO.

A. Requests for Preference. DSAA will ask the applicable DoD Components to
provide input within 30 days for responses to requests for preference. Input should include:

1. Confirmation that the item is SME. In some instances (e.g., certain wheeled
vehicles), non-SME items are offered as defined lines on LOAs. Non-SME status should not
disqualify the item from direct commercial preference consideration in these instances.

2. Contract history with the firm.

3. Other sources capable of producing the article.

4. Impact of preference designation on US programs (e.g., delayed deliveries or
inability to reduce excess stocks.)

5. Confirmation that the item is manufactured without GFE or, if applicable, the firm's
qualifications to purchase GFE under the provisions of Section 603. *

6. Other comments regarding whether the item qualifies for direct preference based on
Section 60103 Guidelines.
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B. P&A or LOA Requests. In addition to retaining information within SA
organizations, notices of direct commercial sale designation should be held at the item manager
level to allow proper screening of P&A and LOA LORs for direct sale preference. Within three
weeks of receipt of the LOR, notify the purchaser of any direct preference, using the following
letter or message text:

[Company] has advised DoD that it has the capability of providing [article], which
you have requested to purchase via FMS, and prefers to market it on a direct commercial
basis.

DoD has no preference as to whether this item is procured through FMS or on a
direct commercial basis. If a commercial transaction is Ukdertaken, the US Government
will not be a party to the contract; therefore, all aspects of contract performance must be
between your Government and the company.

Should you not desire to pursue a direct commercial purchase, please advise us of
your rationale.

C. P&A or an LOA Versus a Commercial Proposal. SA countries may request
FMS data after having solicited bids from contractors. Under these circumstances, data should not
be offered until:

1. The country confirms that commercial negotiations have stopped and provides
rationale for continuing with FMS.

2. When considered appropriate, CINC, SAO, and contractor input is obtained. Since *
only one source usually exists for direct sale preference items, it will normally be presumed that
contractor approval for FMS sale, versus no sale, is supported; however, DSAA or the DoD
Component should obtain contractor comments prior to issuance of P&A or an LOA where
necessary to make an informed FMS data release decision.

3. DSAA has determined, based on the combination of information received from the
foreign government, and contractor when possible, whether to satisfy the requirement under FMS.

D. Withdrawal of LOAs. Instances could arise where an SA customer received an LOA
and subsequently solicited bids from private industry for the same item. Such action does not
automatically require DoD withdrawal of the LOA. DoD Components should query the country as
to its intentions and express a predilection for withdrawing the LOA in light of the commercial
quotation request.

60107 FMS CUSTOMER RESPONSIBILITY. National policy or specific program **
circumstances may dictate that both FMS and commercial data must be obtained. The FMS
customer is not precluded from first obtaining FMS data and later determining it should request a
commercial source price quote. In such instances, the customer should avoid concurrent FMS and
commercial requests. If it is determined commercial acquisition is desired after FMS data has been
requested, but before receipt of the data, the customer should cancel the LOR prior to requesting
commercial data. When a contractor has been granted commercial preference, commercial data
should be obtained and evaluated before FMS data are requested. If, after evaluating the
commercial data, the decision is made to purchase via FMS, the customer should provide
information showing commercial acquisition efforts have ceased and request any commercial
preference be waived in order to meet the requirement.
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CHAPTER SEVEN

PREPARATION AND PROCESSING OF FMS CASES

SECTION 700 - GENERAL INFORMATION, FMS AGREEMENTS
70001 PURPOSE. The purpose of this section is to provide background, definitions and

policy which apply to FMS Agreements.

70002 BACKGROUND/DEFINITIONS.

A. Types of Requests. FMS customers may request P&A data (for preliminary
planning) or an LOA (when plans to purchase defense articles or services are relatively firm). All
requests, no matter how informal, must be consistent with the provisions for processing these
data.

1. P&A Data. Price and Availability estimates reflect rough order magnitude data,
provided for planning purposes, showing projected availabilities and estimated costs for defense
articles or services. P&A will normally be provided within 45 days of receipt of the LOR. P&A
data are not normally valid for use in preparation of an LOA. To avoid confusion, the term P&A
should not be used in reference to data developed for completion of an LOA, this should be
referred to as LOA data.

a. DoD components should ensure that P&A is sufficiently accurate for planning,
although not necessarily for budgeting, purposes. For MDE, the cognizant DoD component must
assure that approval from DSAA has been received for release. When DSAA approval is provided
within five working days of receipt of the request, unless otherwise advised, no further staffing
with DSAA is required.

b. Data should not be released without reasonable assurance that an LOA, if
requested, would be provided; i.e., the DoD component can recommend release and any further
clearances needed, such as Congressional notification or disclosure approval, are obtainable.

c. P&A data for systems will normally reflect the incorporation of standard US
subsystems.

(1) In exceptional cases, when requested and justified by the prospective
purchasing government and approved by DSAA, P&A data for one or more non-standard
subsystems may also be provided, either in lieu of or in conjunction with data for the standard US
subsystem. A description of the performance characteristics of the desired non-standard
subsystem(s) and supporting justification should accompany the Purchaser's P&A request.

(2) If an IA believes it should modify contractor-furnished data for the non-
standard subsystem(s), the IA, when time permits, should expeditiously notify the contractor of
the proposed modification, and contractor comments should be considered prior to the issuance of
the data. If warranted, significant differences should be reconciled.

2. LQA. The Letter of Offer and Acceptance is the authorized document for use by the
USG to offer to sell defense articles and defense services to a foreign country or international
organization. The IA will forward LOAs for DSAA countersignature no later than 60 days after
receipt of a complete request.
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3. LI. Letters of Intent are used on an exceptional basis to authorize expenditures for
a relatively small portion of a major LOA which has not yet been implemented. Examples of use
might include early purchase of castings or start of training to allow a program to proceed on
schedule. Since LOIs entail a risk that the program of which they are part may not proceed, LOIs
should be used only when clearly required to allow a program to proceed on schedule and within
the projected cost.

B. Categories of Items and Services.

1. Defense Articles and Defense Services. Categories of defense articles and
services are identified in the International Traffic in Arms Regulations (/TAR), Part 121, "Arms,
Ammunition and Implements of War." Items thus identified constitute the United States Munitions
List (Reference Table 202-1). The import and export of such items is under the control of the
Office of Defense Trade Controls, Bureau of Politico-Military Affairs, DoS. The munitions list is
not all inclusive nor are FMS limited solely to those items.

a. SME. Articles in those defense articles and services on the US Munitions List
which are preceded by an asterisk are referred to as SME.

b. MDE. A US defense article is considered to be an item of major defense
equipment when it is identified as SME oni the USML and when the USG has incurred either a
nonrecurring research and development cost for the item of more than $50 million or the item has
had a total production cost of more than $200 million. These dollar thresholds encompass all
expenditures to date, including both US military services and security assistance requirements.
Each DoD component is responsible for identification of MDE items under its cognizance, and for
notification of MDE items to DSAA. DoD components will notify DSAA of applicable MDE items
by providing information cited in Table 700-1. Once identified as MDE, the item is then recorded
on the Major Defense Equipment List (MDEL), which designates equipment for special scrutiny
when considered for sale to foreign governments either through foreign military sales or
commercial sales channels. See Table 700-6 for the current MDEL.

C. Standard FMS Cases. Standard FMS cases are Defined Order, Blanket Order, and **
CLSSA. These cases generally allow DoD to provide to FMS Purchasers the same kinds of
defense articles and services used by US forces. Defined Order and Blanket Order cases are also
routinely used to provide hardware or services to support commercial end items, obsolete end
items (including end items which have undergone system support buy outs), and selected non-US
origin military equipment.

1. Defined Order Cases Most commonly used for sale of items requiring item-by-
item trade security control throughout the sales process, items to be provided are stated explicitly
on the LOA based on an LOA data study. SME, including MDE, and the related initial support
package; explosives, including munitions; specific services; and TDPs are typical of items provided
under these cases. Orders are normally placed by the IA following LOA implementation and,
unless the IA (ICP head for secondary items) approves issue from stock, customer requirements
are filled from DoD procurement.

2. Blanket Order Cases. Used for sale of relatively minor, non-SME, items which
do not require intensive by-item control, to avoid the need for numerous defined line LOAs and
thus reduce administrative burden and order leadtime. LOAs for these cases reflect categories
(normally to support one or more end items) with no definitive listing of items or quantities. Scope
is limited to described item categories and the Purchaser-furnished LOA dollar value. The
Purchaser normally submits requisitions following LOA implementation as requirements occur
and, unless the IA, normally at ICP head level, approves issue from stock, requisitions are filled
from DoD procurement.
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a. Examples of types of non-SME items which lend themselves to BO LOAs
include: Spare and repair parts (consumables and reparables); publications (forms, catalog data,
manuals, stock lists, reports, books, maps); support equipment (tools, test equipment); supplies
(fuel, personnel items, commercial consumable items); maintenance (repair, rebuild, minor
modifications or alterations); technical assistance (specialist advice or actions, site survey teams,
system integration, item checkout, systems evaluation, study groups to develop engineering
requirement plans, technical assistance teams); training (formal or informal); and training aids.

b. Classified materiel (Air Force has been granted an exception); SME, including
MDE (Table 700-6) and the related initial support item package; commercial items more readily
provided from in-country (e.g., lumber, sand, gravel, household goods); TDPs; and ozone
depleting substances (ODS) will not be provided through a BO LOA.

3. Cooperative Logistics Supoly Suoport Arrangements. CLSSAs provide,
under Foreign Military Sales Order I and ii LOAs, for FMS pre-stockage, storage, and
consumption for DoD-stocked non-SME items which will be needed by the Purchaser on a
recurring basis. Weapon system DBOF-managed repair parts are typical of items included.
CLSSAs are not to be used for initial provisioning of repair parts. CLSSA LOAs reflect support
for end items with no definitive listing of items or quantities, although items and quantities may be
negotiated with the Purchaser as part of the CLSSA management process. Scope is limited by the
LOA description of end items to be supported and dollar values of the FMSOs I and II which make
up each CLSSA. FMSO I and II dollar values are based on the cost of forecasted requirements for
the anticipated period of support. The Purchaser submits requisitions following LOA
implementation as requirements occur. Also see 80202.

a. FMSOI LOAs provide for purchase and sustainment of an equity in DoD
inventory and pipeline, normally equal to 17 months projected recurring demand. Following
receipt of adequate stocks for sustained fill of incoming requisitions (i.e., FMSO I maturity), the
FMSO I normally provides for 5 months on hand (FMSO IA) and 12 months on order (FMSO
IB). The DoD components use this equity investment (capitalization) to procure additional stocks
of secondary items, in preparation for Purchaser stock withdrawals.

b. FMSO 11 complements the FMSO I FMS case and allows the Purchaser to
withdraw stocks from DoD inventories and deposit funds for routine FMSO I replenishment.
Unless item stock levels are adequate to support all customers, FMSO II case requisitions received
prior to receipt of augmentation stock are normally placed on backorder pending maturity of the
FMSO I. As augmentation stocks become available, requisitions received under the FMSO II can
be filled from stock. Requisitions received for materiel valued in excess of FMSO I investments
will normally be treated as BO case requisitions.

c. For items to be supplied by DLA, the IA shall submit to DLA requirements
information and the appropriate funds as soon as possible after signing of a new arrangement, or
when an arrangement is revised.

d. When items subject to CLSSA augmentation are transferred from one DoD
component to another, CLSSA program data and funds will be provided to the receiving
component, as mutually agreed, during the transfer process.

e. Performance standards and measurement records shall be maintained by the
DoD Components, including DLA, in such a manner that overall effectiveness for supplies
provided under CLSSAs can be determined and compared with like US forces in a timely and
efficient manner. The standards to be used are to be the same as those used for US forces.
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f. Demand records shall be reviewed before excess materiel is transferred or
declared surplus. If stockage of excess items resulted from CLSSA requirements, Purchasers shall
be notified, in a timely manner, of their liability, along with a request for disposition instructions.

g. When a requirement exists to terminate a CLSSA, action shall be taken to
ensure close-out is completed within six months. The IA, in coordination with other appropriate
DoD components, including managers of items included in the CLSSA, will identify to customers
their pro-rata share, in either quantities or dollar value, of stocks on hand and on order, above the
level of DoD requirements, that are applicable to weapon systems and equipment being supported.

70003 PROCEDURES.

A. WLR. An eligible foreign country or international organization which desires P&A data
or an LOA from the USG conveys that desire to the US Government in an LOR.

1. Format. Although no specific format is required for an LOR, the requestor must
assure that the request is complete as indicated below:

a. The LOR must specify what is desired. For BO LOAs, the required level of
funding must be provided.

b. The LOR must contain the name and address of the originator and a traceable
reference number (e.g., letter serial number).

c. The articles and services requested in an LOR must be sufficiently detailed to be
understood clearly and provide a firm basis for estimates by the DoD component.

d. When LORs are received which do not meet the requirements of paragraphs a.
through c. above, the DoD component initially receiving the request shall notify the requestor of
the deficiency and hold action on the request until the information is received.

e. LORs transmitted by US embassies or SAOs should, when possible, refer to
the country letter or message requesting data. This can then be referenced in the LOA or other US
response.

2. Channels of Submission of LOR. DoS has statutory responsibility for
approving requests for FMS. DoS has established the following procedures for the submission of
requests:

a. SME. Requests to purchase SME, which originate in country, should be
transmitted by the US Embassy (rather than by the SAO or similar military element of the
Embassy) and should be addressed to the cognizant DoD component (see Paragraph 70103.N)
with an information copy to the Bureau of Politico-Military Affairs, Department of State (SecState-
PM) and the Office of the Secretary of Defense, Defense Security Assistance Agency
(SecDef/DSAA), and the UCOM. Requests to purchase SME which originate with Purchaser
country representatives in the US should also be addressed to the cognizant DoD component with
an information copy to the Bureau of Politico-Military Affairs, Department of State, and DSAA.
For MDE items, the cognizant DoD component will provide the applicable unified command and
SAO with a copy or details of the Purchaser's request, as appropriate. The following must be
addressed in transmission of the request by the US Embassy:

(1) The reason the nation desires the articles or services.
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(2) How the item would affect the recipient's force structure and how it would
affect the recipient's capability to contribute to mutual defense or security goals.

(3) The anticipated reactions of neighboring nations.

(4) The ability of the Purchaser to operate, maintain, and support the article.
Training required either in-country or in the US and the possible impact of any in-country US
presence that might be required as a result of providing the article.

(5) The source of financing and the economic impact of the proposed acquisi-
tion.

(6) Relevant human rights considerations that might bear on the proposed
acquisition.

(7) Whether the US Government should approve transfer of the article and
reasons therefore.

b. Non-SME (All other FMS) Requests for P&A or an LOA which originate
in the Purchaser's country should be transmitted either by the customer country's authorized
representative or the DoD element of the US country team directly to the cognizant DoD component
(see Paragraph 70105.N), with an information copy to the UCOM, Bureau of Politico-Military
Affairs, DoS, and DSAA. Requests originated by foreign representatives of the customer country
in the US should be sent directly to the cognizant DoD component with an information copy to the
Bureau of Politico-Military Affairs, DoS, and DSAA.

c. Excetian.

(1) Direct Submission to State or DSAA. In exceptional circumstances
requests for P&A and LOAs may be submitted directly to the Bureau of Politico-Military Affairs,
DoS, and DSAA. Such submission should be used only when the US embassy in-country or the
Purchaser's representative in the US believes that the request is sensitive enough to require a
higher level policy determination.

(2) Reouirement for Conies Furnished. DoD components receiving
requests for P&A or an LOA will assure that the Department of State and DSAA are on distribution
for copies of the Purchaser's request. If copies have not been furnished, immediate action is
required to furnish the copies. Further, for MDE requests received from the Purchaser's
representative in the US, the DoD component will provide the UCOM and SAO with a copy or
details of the Purchaser's request, as appropriate.

(3) Unknown Implementing Agency. When the LOA IA cannot be
readily determined by the Purchaser or the SAO/US embassy, the P&A or LOA request should be
submitted to SecSta'e/PM and SecDef/DSAA for further dissemination.

d. DSAA and State Denartment Approval. Based upon receipt of the
information copy of the P&A or LOA request, DSAA and DoS will, within five working days,
initiate the necessary coordination to determine if the request is approved, disapproved, or if
further correspondence by the DoD component with the requestor should be suspended until
completion of the required coordination. For MDE items, DSAA will immediately advise the IA of
the initial approval or if difficulties are foreseen. For any MDE or non-MDE request that is not
approved, DSAA will immediately advise the IA to stop further processing on the Purchaser's
request, the rationale for the decision, and of the further actions required with regard to a response
to the Purchaser. In the absence of such notification by DSAA, all requests will be processed for
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DSAA final coordination and countersignature in accordance with Paragraphs 70103.1. and
70103.J.

e. IA Disapproval Recommendation. In the event the IA recommends that
the Purchaser's request be disapproved, the DSAA Operations Directorate will be notified. DSAA
will coordinate the disapproval with the DoS Bureau of Politico-Military Affairs.

f. OT&E Incomnlete. The IA will refer any LOR to DSAA before responding
to a request for any MDE item that has not completed Operational Testing and Evaluation. LOA or
P&A data will not be released pending approval by DSAA. A note, discussed further in Section
701, will be included in the P&A correspondence or on the LOA.

g. Integration of Non-US Subsystems. Requests for integration or

certification services for installation of non-US subsystems will be assessed carefully and
coordinated with DSAA Weapons Systems Division prior to development of P&A or an LOA.

B. Responses to Letters of Request.

1. General. Normally, when preliminary data are required by a foreign country or
international organization for planning or in anticipation of a purchase under FMS, P&A data will
be provided.

2. Discussions with Foreiegn Governments and International Organiza-
tions. Economic, production, and budget uncertainties all contribute to DoD component
difficulties in making accurate cost and delivery estimates. The large volume of P&A estimates
which are processed also increases the likelihood of human error. In any event the utmost
discretion must be exercised by members of the country team or other US officials in discussion of
P&A data with foreign government or international organization officials. Only specific data
approved and provided by the DoD component or the DSAA should be used.

3. Format for P&A Data. P&A data will not be used to develop an LOA. The
following format must be used in responding to a request for P&A data. List the:

a. Quantity, major item or service, and estimated cost. (Cost must include adjust-
ments for inflation. In the absence of the availability of clear inflation trends on a given system,
OSD/Comptroller standard inflation factors should be used.)

b. Ancillary support equipment which is necessary for the operation and mainte-
nance of the system requested and include the estimated cost.

c. Estimated dollar value of ILS element items in addition to those in subparagraph

(b) above which are necessary to support the system; e.g., training and publications.

d. Estimated accessorial charges.

e. Source of the data (e.g., last contract award, stock price).

f. Estimated availability of the articles or services.

g. Key assumptions used in developing the data, for example:

(1) Standard DoD component factors were used in developing the ancillary
equipment or ILS elements necessary to support the quantity of items requested.
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(2) Training and publication cost estimates are based on criteria used by the
DoD component.

h. Key factors which will effect the above planning data, for example:

(1) Current contract for this item expires on (indicate date) and an LOA must

be accepted by (indicate date) so that options can be added to the current contract.

(2) Production line is due to phase out by (indicate date). Start-up costs would
have to be applied if an LOA is not accepted by (indicate date).

(3) Materiel has a shelf-life of (indicate date).

i. Validity: The above information is not valid for purposes of preparing an LOA
and may not be adequate for budgetary purposes. It is planning information for review purposes
only, to assist in your governmenfs determination of the feasibility of requesting an LOA.

4. P&A Estimates are not Commitments. All responses for P&A data will
include the following note: "If the Government of (insert the appropriate foreign country) is
interested in pursuing this potential purchase, it must request a Letter of Offer and Acceptance."

5. Agents Fees or Commissions. Any P&A quotation which contains agents fees
or commissions will be coordinated with the Management Division of the DSAA Operations
Directorate before dispatch.

6. LOA. The LOA will not be used to provide P&A data.

a. Ewzir . The LOA (Table 701-1) will be used for all FMS of defense articles
and services and sales of design and construction services.

b. Periods of Effectiveness. The LOA will itemize the defense articles and
services offered, and when executed becomes an official tender by the USG. An accepted LOA is
effective until all articles offered are delivered and all services completed. BO LOAs remain in
effect until the Purchaser has requisitioned articles or services up to funds available on the LOA
(also see Section 130503).

c. Acletance. Signing of the LOA by the designated foreign official, together
with applicable funding, constitutes the agreement of the Purchaser and constitutes a contractual
commitment between the US and foreign government or international organization.

7. Response to Requests which Involve Less than EO. When a request is
received for P&A or an LOA which cannot be supplied from stock and cannot be immediately
obtained from normal procurement because it represents less than an EOQ, the response to such
requests should provide the following information to the country or international organization:

a. Whether the contractor would be willing to provide the quantity requested under
separate procurement, and if so at what price and availability date, and

b. Whether a USG procurement is planned for the near future, the anticipated price
of such procurement and the anticipated delay if the requirement were held pending such
procurement in conjunction with USG procurement. All such responses to a foreign country or
international organization must be coordinated with DSAA Operations.
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8. Negative Responses. When it is determined that a DoD component cannot
respond favorably to the foreign country or international organization request, the proposed
negative reply must be coordinated with DSAA Operations. The DSAA will coordinate with the
Department of State as required. This procedure applies to inquiries involving requests for foreign
military sales, requests for coproduction, requests for offset arrangements, requests for sensitive
technical information, lease, etc. This procedure is not intended to apply to negative responses to
inquiries of a technical nature involving accepted and implemented FMS cases unless, if approved,
the request would have resulted in the issuance of an amendment to the basic LOA (e.g., requests
involving a significant modification of a system or an increase in the overall capability of the item
requested). In addition, the following routine training actions are exempt from this prior
coordination requirement. (DSAA should be an information addressee on all such responses):

a. Denial of requests within established policy (e.g., training courses closed to all
foreign nationals, information not cleared for release, training for support equipment not in the
Purchaser's inventory).

b. Notification of class cancellations for previously approved quotas.

c. Quota requests which cannot be accommodated within the desired timeframe.

d. Courses where annual foreign participation is restricted to those invited by
chiefs of services.

C. Coordination of Reauests for P&A or an LOA.

1. The Director, Joint Staff, OJCS and the OUSD(A&T) must be advised by DSAA,
utilizing the format at Table 700-2, of all new requests for P&A or an LOA which meet the
following criteria:

a. Coproduction or licensing agreements for MDE as defined in paragraph
70002.B. 1.(b).

b. All other requests for MDE which are expected to result in a notificaticn to the
Congress or those determined by the Director, DSAA Operations to be of a sensitive nature.

2. Only the OUSD(A&T) must be advised when LORs are received for which
operational testing and evaluation are incomplete.

3. The receipt of the information copy by DSAA of the P&A or LOA request required
by paragraph 70003.A.2. will be the basis for the above notifications.

[Note: All requests for information, no matter how informal the request, e.g., oral, letter, or
message, are considered to be P&A requests and require the same channels of submission as
outlined in paragraph 70003.A.2.]

D. Letter of Intent (LOI) Procedures. The LOI and amendment formats in Tables 700-
3, 700-4, and 700-5 are designed to finance procurement of items prior to acceptance of an LOA
by the purchasing country. "Items" in this context are extracts from LOA line items, and not
necessarily items of hardware.

I. Limitation of Cost or Funds. Cost-reimbursement contracts awarded to
implement an LOI must include a Limitation of Cost or Funds clause (FAR 52.232-20, 52.232-21,
and 52-232.22). The clause may be deleted by contract amendment after the Purchaser's
acceptance of the LOA.

700-8 Change No. 7, 5 January 1996



70003.D.2. DOD 5105.38-M

2. See 36(b), AECA Apnlicabilitv. When the parent LOA requires Sec 36(b)
AECA reporting, the LOI must be approved by the Director, DSAA. If the LOI data fall within
parameters for Sec 36(b) reporting, such reporting must be completed in the same manner as
would be accomplished for an LOA, and prior to any LOI implementing action.

3. IA SiMnature and DSAA Approval. DSAA countersignature is required
following IA signature and prior to submission of an LOI to the Purchaser and before
implementation of an LOI amendment. If Congressional notification must be completed before the
LOA can be issued, the following note will be added to the LOI: "It is understood that United
States law requires that the United States Congress must be afforded a formal opportunity to
review the proposed sale before the sales offer may be issued to the Purchaser and that a law may
be enacted to prohibit such issuance. The Purchaser shall bear the risk that the offer may not be
issued for reasons such as enactment of a prohibition."

4. LOI Preparation. Deviations from the format in Table 700-4 are not authorized.
Deviations from the format in Table 700-3 may be recommended to DSAA, but should be carefully
justified and kept to a minimum. The LOI uses the same designator as the parent LOA. Items to
be provided should include the line item number and line (including MASL) data from the LOA.
Terms of payment and payment schedule information should be included in the defense articles and
services field. If available space is inadequate, an attachment should be used.

5. LOI Amendment. Amendments, in Table 700-5 format, are processed as country
requests, reviewed, approved and signed by the LOA IA, and recommended to DSAA for
countersignature. "Acceptance" occurs upon DSAA countersignature and completion of any
changes in the LOI financial arrangements. A copy of the basic LOI and any previous *
amendment(s) must accompany each LOI Amendment recommended for countersignature.
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QUANTITY PRWOECTION BREAKOUT
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TABLE 700-1. (Continued)
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MEMORANDUM FOR THE CHAIRMAN, JOINT CHIEFS OF STAFF
ASSISTANT SECRETARY OF DEFENSE
(ECONOMIC SECURITY), OUSD(A&T)

SUBJECT: Securit, Assistance Request fInsert Coun or International Ornimzation (*)

(*) The attached request from [Insert Country or International Organizationi for [Insert
Identification of Articles] which is identified as MDE or is considered to be of a sensitive nature
has been received by this Agency.

(*) [Insert additional information, if required.

(*) Request that you review the Government of [Country] request. Comments should be
provided by [Normally 15 days from date of this memol. My point of contact for this action is
[Name, office symbol, and phone of DSAA contact].

(Leave space for signature by)
(Director/Deputy Director, DSAA)

Attachment[s]
As stated

cc: OJCS, Director, J-5
DUSD(TSPD)
OASD(ISA)
Applicable SAO
Applicable DoD Component
Applicable Unified Command

*Memoranda will be classified if applicable.

TABLE 700-2. Memorandum -- Subject: Security Assistance Request **

for MDE or Sensitive Articles.
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Purchaser name and address
UNITED STATES DEPARTMENT OF DEFENSE
LETTER OF INTENT * [self-explanamory]

* *

Pwrdhaser's reference LOA Identifier

A The Government of *, acting through its Ministry of Defense (hereafter referred to as the
Purchaser) hereby declares its firm intent to procure, under United States Arms Export Control
Act (AECA) procedures, from the Government of the United States (USG), items pertaining to the
following:

*[use line item numbers and linc data from the LOA. Include terms of payment and LOA dependable undertaking
payment schedule.]

B Standard Terms and Conditions - United States (US) Department of Defense (DoD) Letter of
Intent (LOI), attached, are hereby made part of this agreement. In order to permit the USG to
proceed immediately with the purchase described herein and to cover associated administrative
expenses, the US DoD is herewith authorized to incur obligations and expend up to the sum of $ *
(which includes estimated administrative and termination costs) on a Foreign Military Sales
dependable undertaking basis, to be exceeded only in the event of a decision by either a Court or
Board which increases the contractor's entitlement.

[Use the applicable section C version shown below. The first version is to be used when the LOA has not yet been
provided to the Purchaser. The second is to be used when the LOA has been issued to the Purchaser.]

C It is understood that the US Department of the * [Anny, Navy, or Air Force] plans to present
to the Purchaser a Letter of Offer and Acceptance within * days after signature of the Letter of
Intent. [Add AECA Sec 36(b) note if applicable (Paragraph 70003.D.3).] *

or

C A Letter of Offer and Acceptance that includes items in Section A was issued to the Purchaser
by the US Department of the *[Army, Navy, or Air Force] on [date LOA released]. Purchaser intends
to sign said Letter of Offer and Acceptance not later than * [date by which the LOA is expected to be
signed, normally not later than the expiration date].

D The undersigned are authorized representatives of their governments and hereby commit
their governments to this Letter of Intent (LOI):

US Signature Date Purchaser Signature Date

Typed name and tie Typed name and title

, I**

Implementing Agency Agency

DSAA Date

* Data entered by 1A

Typed name and title ** Entered by Purchaser
• ** Entered by DSAA, Office of Comptroller

TABLE 700-3. US DoD Letter of Intent.
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Standard Terms and Conditions - United States (US)
Department of Defense (DoD) Letter of Intent (LOI)

1 Except to the extent directly inconsistent with the provisions hereof, the terms and conditions
set forth in "Letter of Offer and Acceptance Standard Terms and Conditions" of the Letter of Offer
and Acceptance on which this LOI is based will apply to all activities undertaken pursuant to this
LOI, and the estimated costs of such activities will be included in the Letter of Offer and
Acceptance. In particular, Conditions 2.2, 2.3, and 3 are hereby incorporated by reference and
made an integral part of this LO. This LOI shall be superseded upon Purchaser's signature of the
Letter of Offer and Acceptance.

2 In anticipation of the Purchaser's signature of the above mentioned Letter of Offer and
Acceptance, the Purchaser Government commits to the following:

2.1 If, prior to Purchaser signature of the above mentioned Letter of Offer and Acceptance,
the US DoD has reason to believe that the costs which it expects to incur in the performance of this
LOI will exceed the amount set forth in block section B, it shall promptly notify the Purchaser in
writing to that effect. The notice shall state the estimated amount of and the date by which the
additional obligational authority (by a new or amended LOI) will be required from the Purchaser in
order to continue performance.

2.2 If, after such notification, the additional obligational authority is not granted by the date
set forth in the notification, the US Government is authorized, at its discretion, to terminate any
and all activities under this LOT at Purchaser's expense, in accordance with section 2.3 below, in
an amount not to exceed the amount set forth in section B.

2.3 The Purchaser agrees to pay the full amount of such authorized obligations and to make
funds available in such amounts and at such times as may be requested by the US Government for
expenditures against such obligations.

3 This LOI does not prejudice the Purchaser's decision on the acceptance of the Letter of Offer.
Moreover, the Purchaser may cancel all or any part of this LOI at any time by notifying the US
Government. Upon receipt of such notification the US Government is authorized to terminate any
and all activities initiated hereunder, at Purchaser's expense, in accordance with section 2.3 above,
in an amount not to exceed the amount set forth in section B.

4 Certain items for which procurements may be initiated hereunder are normally the subject of
definitization conferences, at which specific items and quantities are agreed upon. If it is necessary
to place any such items on order prior to any such conference, the US DoD is authorized to do so,
using its best judgment, and will furnish a list of the items so ordered at the conference.

TABLE 700-4. LOI Standard Terms and Conditions
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*[Purchasa leerC

* [Ofte]

* [DoD Military Departmnent address]

Reference is made to the Letter of Intent between the Government of * [purchasing
country] and the United States Department of the * [Army, Navy, or Air Force], which we,
signed * [date of the Lou, identified by LOA designator * [two character country code; code B, P.
or D; and three character LOA identifier]. The Government of * [purchasing country] desires to *
[show change desired] and herewith authorizes the Department of the * [DoD Military
Department] to incur obligations and expend up to the sum of $ * [revised LOI value] on a
Foreign Military Sales dependable undertaking basis for said Letter of Intent.

"* [r signaf l
"* [Purchaser typed name and title]

** (MILDEP signature and date)
**(MILDEP typed name and title)

* (DSAA Office of Comptroller signature and date)
* (DSAA Office of Comptroller typed name and tidle)

Completed by the Purchaser in consultationt with the DoD) Military Departmient,
Completed by the implementing US DoD Military Department
Completed by DSAA, Office of the Comptroller

TABLE 700-5. Amendment to US DoD Letter of Intent.
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APPROVED EFFECTIVE
ITEM DESCRIPTION CHARGE DATE/NOTES

CATEGORY I - FIREARMS

GUN, MACHINE, M2, 50 CAL (A) 2 28MAR89 (B)
GUN, MACHINE, M240 SERIES (A) 65 28MAR89 (B)
GUN, RIFLE, M16 SERIES, 5.56MM (A) 8 25MAR80

CATEGORY II. ARTILLERY AND PROJECTILES

GUN, 20MM, M61 (AF) 1,342 06DEC84
GUN, 30MM, GAU-8 (AF) 27,881 22JAN81
GUN POD, 30MM, GPU-5/A (AF) 60,239 11AUG82
HOWITZER, M101A1, TOWED, 105MM (A) 850 11JUN87

CATEGORY III - AMMUNITION

CARTRIDGE, 20MM (A) (D)
CARTRIDGE, 30MM GAU-8 (AF) 0.50 28MAR89(B)
CARTRIDGE, 40MM, HE (A) 0.11 28MAR89(B)
CARTRIDGE, 40MM, M385 DUMMY (A) 0.19 15MAY91
CARTRIDGE, 40MM, M406 HE (A) (D)
CARTRIDGE, 40MM, M433 FXD HEDP,
SNGL RD 72/BX (A) 0.43 15MAY91

CARTRIDGE, 60MM, HE (A) 0.47 28MAR91
CARTRIDGE, 60MM, M49A2/A3/A4 HE (A) (D)
CARTRIDGE, 60MM M720 HE W/FMO

M734 (LAP) (A) 5.00 15MAY91
CARTRIDGE, 81MM, M301 ILLUM (ONLY) (A) 0.04 07MAY81
CARTRIDGE, 81MM, M374A2/A3 HE (A) (D)
CARTRIDGE, 81MM, M374A3 HE W/M567 FUZE (A) 3.24 15MAY91
CARTRIDGE, 105MM, M393A2 HE, HEP-T (A) (D)
CARTRIDGE, 105MM, M456 HEAT-T MP (A) 3.59 07MAY81
CARTRIDGE, 105MM, M490 (A) 0.57 07MAY81
CARTRIDGE, 105MM, M724A1 (A) 1.42 07MAY81
CARTRIDGE, 105MM, M774 APFSDSD-5 2/BX (A) 24.00 15MAY91
CARTRIDGE, 105MM, M833 APFSDS-T (A) 88.00 05JUL91
CARTRIDGE, 105MM HE (A) 0.87 21MAY79
CARTRIDGE, 120MM, M829 APFSDS-T (A) 126.60 02DEC88
CARTRIDGE, 120MM, M830 HEAT MP-T (A) 293.59 02DEC88
CARTRIDGE, 120MM, M831 HEAT TP-T (A) 83.03 02DEC88
CARTRIDGE, 120MM, M865 TPCSDS-T (A) 37.82 02DEC88
CARTRIDGE, 4.2", M329 HE (A) (D)
CARTRIDGE, 4.2", M329A2 HE W/O FUZE
W/OLD OBTURATOR (LAP) (A) 4.08 15MAY91

CARTRIDGE, 4.2", M335 ILLUM (INCLUDES
M577 FUZE) (A) 4.03 20JAN82

CARTRIDGE, 4.2", HE (A) (D)

TABLE 700-6. Major Defense Equipment List (MDEL) (Page 1 of 14)
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PROJECTILE, 155MM, M107 (A) 3.22 21MAY79
PROJECTILE, 155MM, M483/M483A1 (A) 2.20 02MAR82
PROJECTILE, 155MM, M549 HE RAP (A) 13.76 05FEB81
PROJECTILE, 155MM, M692/M731
HE ADAM (A) 111.00 30MAY86

PROJECTILE, 155MM, M712 CLGP
COPPERHEAD (A) 4,152.00 17SEP81

PROJECTI-E, 155MMK M718/M741 RAAMS (A) 57.00 30MAY86
PROJECTILE, 155MM, M864 HE (A) 47.00 10AUG93 (A)
PROJECTILE, 175MM, M437 HE (A) 2.33 26MAR80
PROJECTILE, 5"/38 CAL (N) 15.60 09JUL84
PROJECTILE, 5754 CAL (N) 74.42 04MAY84
PROJECTILE, 8" M106 HE (A) 0.04 21MAY79
PROJECTILE, 8" M509 HE ICM (A) (D)
PROJECTILE, 8" M650 HE (A) 83.04 21MAY79
PROJECTILE, 8" HE ICM (A) 15.48 21MAY79

CATEGORY IV - LAUNCH VEHICLES. GUIDED MISSILES. BALLISTIC
MISSLE& ROCKETS TORPEDOES. BOMBS AND MINES

BOMB, BLU-109 (AF) 747 18MAY89
BOMB, CBU-87 COMBINED EFFECTS
BOMBLETS (AF) 1,080 06DEC84

BOMB, CBU-89 CLUSTER, TMD/GATOR MINES (N) (D)
BOMB, CBU-90 ANTI-ARMOR CLUSTER
MUNITION (AF) 3,351 28MAR89 (B)

BOMB, MK2O, CLUSTER BOMB ROCKEYE (N) 117 25MAR83
BOMB, MK82 500# GENERAL PURPOSE (N) 3 25MAR83
BOMB, MK83 1000# GENERAL PURPOSE (N) 10 25MAR83
BOMB, MK84 2000# GENERAL PURPOSE (N) 13 25MAR83
BOMB, M1 17,750#, GENERAL PURPOSE (AF) 20 06DEC84
BOMB, GUIDED, WALLEYE SERIES (N) 6,183 06DEC84
COUNTERMEASURE, MK214/MK216 SEA GNAT (N) 145 01APR92
GRENADE, M42 (A) 0.01 10MAY91
GUN MOUNT, M75, 76MM GUN (N) 62,749 06DEC84
GUN MOUNT, MK45 MOD 1, 5"754 (N) 142,566 01OCT84
LAUNCHER, MK13 (MOD 0 TO MOD 3) (N) 78,125 17NOV78
LAUNCHER, MK41 VERTICAL LAUNCHING

SYSTEM (VLS) (29 OR 61 CELLS) (N) 1,232,863 14DEC87
SYSTEM (VLS) (8 CELL VARIANT) 154,108 24NOV89

MINE, CANNISTER M87 (VOLCANO) (A) 270 15MAY91
MISSILE, AGM-45 SHRIKE (N) 4,890 11AUG78
MISSILE, AGM-65A/B MAVERICK (AF) 3,722 03FEB81
MISSILE, AGM-65D MAVERICK (AF) 5,343 03NOV87
MISSILE, AGM-65E LASER MAVERICK (AF) 24,213 06DEC84
MISSILE, AGM-65F/G MAVERICK (AF) 6,331 03NOV87
MISSILE, AGM-78 STANDARD ARM (N) (D)
MISSILE, AGM-88 HARM (N) 21,249 20APR82
MISSILE, AIM-4A-G, FALCON (AF) 3,321 12MAR82
MISSILE, AIM-7 SKYFLASH PORTION (N) 820 07MAY81
MISSILE, AIM-7, C/D/E SPARROW (N) 2,733 07MAY81
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MISSILE, AIM/RIM-7F/M SPARROW (N) 7,646 02JUN82
MISSILE, AIM/RIM-7P SPARROW (N) 40,258 24APR91
MISSILE, AIM-9H SIDEWINDER (N) 3,457 03OC178
MISSILE, AIM-9 J/P/N SIDEWINDER (AF) 134 12MAR82
MISSILE, AIM-9L SIDEWINDER (N) 2,604 18MAY78
MISSILE, AIM-9M SIDEWINDER (N) 6,368 25MAR83
MISSILE, AIM-54A-C PHOENIX (N)

(INCLUDES FRONT END - 35,019;
AFT END - 36,276) 71,295 10JAN83

MISSILE, MIM-72 CHAPARRAL SERIES (A) 2,100 16DEC88
MISSILE, RGM-66D STANDARD ARM (N) (D)
MISSILE, RIM-66B/B-2, RIM-66E
RIM-67A-13 STANDARD 1 (SM-1)
BLOCK V STANDARD (N) 12,602 15SEP77

MISSILE, RIM-66D AND RIM-67B
STANDARD 2 (SM-2) (N) 89,651 06DEC84

MISSILE, RIM-66D AND RIM-67B
STANDARD 2 (SM-2) BLOCK H (N) 40,253 21APR89

MISSILE, RIM-66G/H/I STANDARD 2
(SM-2) BLOCK I (N) 64,192 22JUL91

MISSILE, RIM-66G/H/I STANDARD 2
(SM-2) BLOCK 1 (N) 25,423 22JUL91

MISSILE, RIM-66G/H/I STANDARD 2
(SM-2) BLOCK III (N) 38,465 22JUL91

MISSILE, X-RIM-116A, 5" ROLLING
AIRFRAME, RAM (N) (D)

MISSILE, DRAGON, HEAT AND PRACTICE (A) 378 24MAR80
MISSILE, I-HAWK SERIES (A) 7,053 12NOV80
MISSILE, LANCE (A) 76,205 21MAY79
MISSILE, NIKE HERCULES (A) 448,055 28MAR89(B)
MISSILE, PERSHING SERIES (A) 128,378
MISSILE, REDEYE (A) (D)
MISSILE, TOMAHAWK (N) (D)
MISSILE, NATO SEASPARROW SURFACE

MISSILE SYSTEM (NSSMS) (N) (D)
MISSILE SYSTEM, AMRAAM (AF)

MISSILE, AIM-120 114,182 22JAN92
MISSILE, AIM-120 AIR VEHICLE
INSTRUMENTED (AAVI) (AF) 114,182 22JAN92

LAUNCHER, LAU- 127/A (F/A- 18) 3,530 22JAN92
LAUNCHER, LAU-128/A (F-15) 3,530 22JAN92
LAUNCHER, LAU- 129/A (F- 16) 3,530 22JAN92

MISSILE SYSTEM, ARMY TACTICAL
(ATACMS) (A) 148,275 31OCT88

MISSILE SYSTEM, HARPOON (N)
LAUNCHER, AN/SWG- 1 (V) BASELINE 80,562 20JAN78
LAUNCHER, HARPOON SHIPBOARD

COMMAND AND LAUNCH CONTROL SYSTEM,
AN/SWG-1A(V) (HSCALCS) 109,603 11DEC86

MISSILE, AGM-84 (RGMIUGM) 44,083 20JAN78
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MISSILE SYSTEM, AGM- 114 HELLFIRE (A) 14MAY85
.LAUNCHER, HELLFIRE 14,715
MISSILE AGM-1 14A/B/C HELLFIRE 4,124 *

MISSILE SYSTEM, PATRIOT, MIM-104 (A) 3,700,725 18NOV82
ANTENNA MAST SET 131,906
ElECTRICAL POWER PLANT (EPPI) 339,464
ENGAGEMENT CONTROL SYSTEM (ECS)

AN/MSQ-104 548,311
LAUNCHER 214,782
MISSILE W/CANISTER 82,836
RADAR, AN/MPQ-53 2,383,426

MISSILE SYSTEM, ROLAND (A) 24SEP80
FIRE CONTROL, AN/GSG- 11 MISSILE

SYSTEM, (MFCS) 324,828
LAUNCHER 324,828
MISSILE 4,422

MISSILE SYSTEM STINGER (A) 03MAY91
MISSILEITUBE, STINGER BASIC 3,800
MISSILE/TUBE, STINGER POST 66,100
MISSILETUBE, RMP 3,000

MISSILE SYSTEM, TOW (A)
LAUNCHER 3,029 16SEP77
MISSILE, BGM-71A BASIC TOW

HEAT AND PRACTICE 293 16SEP77
MISSILE, BGM-71D TOW 2 658 19DEC83
MISSILE, BGM-7 lE TOW 2A
MISSILE, M65 SUBSYSTEM AIRBORNE TOW 27,800 17MAY89
MISSILE, I-TOW (Basic + Warhead) 487 03NOV81

ROCKET, 2.75" SERIES (A) 0.87 26MAR80
ROCKET, M72 SERIES, LIGHT ANTITANK
WEAPON (LAW), 66MM (A) 1.32 28MAR89 (B)

ROCKET, ANTISUBMARINE, (ASROC) (N) 885 20DEC84
ROCKET, VERTICAL LAUNCH ANTISUBMARINE

(ASROC) (VLA) (N) 98,926 14DEC87
ROCKET SYSTEM, M77, MULTIPLE LAUNCH

(MLRS), TACTICAL, PRACTICE, TRAINING (A) 02DEC85
LAUNCHER 173,000
ROCKET (6 ROCKETS PER POD) 615

TORPEDO, MK46 MOD 2 (N) 8,993 28MAR89
TORPEDO, MK46, NEARTIP O/A KIT

(CONVERTS MK46 MODS 1/2 TO MOD 5 (N) 3,795 26JAN80
TORPEDO, MK46 MOD 5 (N) 9,308
TORPEDO, MK48 (N) 86,255 21JUL77
TORPEDO, MK48 ADCAP KIT (N) 103,322 25NOV80
WEAPON, FUEL AIR EXPLOSIVE, FAE II (N) (D)

CATEGORY V - PROPELLANTS. EXPLOSIVES AND INCENDIARY AGENTS

Items in this category which meet the dollar criteria for major defense equipment are not
significant military equipment as defined in the US Munitions List.
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CATEGORY VI - VESSELS OF WAR AND SPECIAL NAVAL EOUIPMENT

CG- GUIDED MISSILE CRUISER (N) (D)
DD-963, DESTROYER (N) (D)
DD - DESTROYER (N) (D)
DDG - GUIDED MISSILE DESTROYER (N) (D)
FF - FAST FRIGATE, GARCIA CLASS (N) 24APR89

FF-1041 USS BRADLEY 754,810
FF-1043 USS EDWARD MCDONNELL 767,515
FF-1047 USS VOGE 1,597,365
FF-1048 USS SAMPLE 703,430
FF-1050 USS ALBERT DAVID 689,885
FF-1051 USS O'CALLAHAN 629,895

FFG - GUIDED MISSILE FRIGATE,
FFG-7 CLASS (N) 2,975,714 21SEP95 *

FFG - GUIDED MISSILE FRIGATE,
BROOKE CLASS (N) 21APR89
FFG-1 USS BROOKE 1,276,485
FFG-2 USS RAMSEY 1,101,730
FFG-3 USS SCHOFIELD 1,104,670
FFG-4 USS TALBOT 1,059,345
FFG-5 USS RICHARD L. PAGE 886,235

LCAC - LANDING CRAFT AIR CUSHION (N) (D)
LHD - AMPHIBIOUS ASSAULT SHIP (N) (D)
LPD - AMPHIBIOUS TRANSPORT DOCK (N) (E)
LSD - DOCK LANDING SHIP (N) (E)
LST - TANK LANDING SHIP

(NEWPORT CLASS) (N) 824,840 25JAN84
LKA - AMPHIBIOUS CARGO SHIP (N) (E)
LPA - GENERAL PURPOSE AMPHIBIOUS

ASSAULT SHIP (N) (E)
MSO - MINESWEEPER, OCEAN,

NONMAGNETIC (N) (E)
PHM - PATROL COMBATANT MISSILE

(NATO) HYDROFOIL (N) 1,000,000 28MAR89 (B)
PHM - PATROL COMBATANT MISSILE

(FRG VARIANT) HYDROFOIL (N) 1,250,000 28MAR89 (B)
SS - SUBMARINE, CONVENTIONALLY

POWERED (N) (E)

CATEGORY VII - TANKS AND MILITARY VEHICLES

AIR DEFENSE SYSTEM, M163 AND
M167 SERIES, VULCAN (A) 29,439 26MAR80

GUN, M107 SELF-PROPELLED,
175MM (A) 40,258 26MAR80

HOWITZER, M109AI-A3
SELF-PROPELLED, 155MM, (A)
(INCLUDES CANNON ASSEMBLY) 8,771 23JUN87
(WIHIOUT CANNON ASSEMBLY) 7,447 23JUN87
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HOWITZER, M110A SELF-PROPELLED, 8" (A) 14,371 26MAR80
HOWITZER, Ml10A1 SELF-PROPELLED, 8" (A) 16,975 26MAR80
HOWITZER, M110A2 SELF-PROPELLED, 8" (A) 21,069 26MAR80
HOWITZER, M198 TOWED, 155MM (A) 47,483 14FEB86
TANK, M1 ABRAMS (A) 114,443 27OCT88
TANK, MIAI (A) 226,725 27OCT88
TANK, MIA2 (A) 248,001 07JAN93 (A)
TANK, M48AI (A) 1,479
TANK, M48A3 (A) 5,521
TANK, M48A5 (A) 12,849
TANK, M60AI (A) 14,083 03MAR80
TANK, M60A3 (A)
WfThermal Tank Sights 31,427 03MAR80
W/O Thermal Tank Sights 21,939 03MAR80

TANK ENGINE, AGT-1500 18,714 07JAN93 (A)
(M1 TANK SERIES)(A)

TANK ENGINE, AVDS-1790
(M60A1 TANK) (A) 2,066 03MAR80

TRANSMISSION, HMPT 500-3 BRADLEY (A) 3,564 05APR91
VEHICLE, AAV7A1/AAVAI ASSAULT
AMPHIBIOUS (N) 91,426 20APR82

VEHICLE, LAV-25 SERIES LIGHT
ARMORED (LAV) (N) 17JUN91
LAV-25 (INCLUDES LAV-25 TURRET) 2,818
LAV-LOGISTICS 7,610
LAV-RECOVERY 26,305
LAV-MORTAR 14,383
LAV-CMD/CONTROL 16,723
LAV-ANTiTANK (INCLUDES LAV-25 TURRET) 13,473
LAV-BASELINE 800
LAV-25 TURRET 1,600

VEHICLE, M2 INFANTRY FIGHTING (IFV) (A) 51,989 22NOV89
M2A1 (IFV) 74,937
M2A1 (MINUS) (IFV) 57,580
M2A2 (FV) 106,593

VEHICLE, M3 CALVARY FIGHTING
VEHICLE (CFV) (A) 50,549 22NOV89
M3A1 (CFV) 73,497
M3A1 (MINUS) (CFV) 56,140
M3A2 (CFV) 106,113

VEHICLE, M88/M88A 1 RECOVERY (A) 8,460 01NOV88
VEHICLE, M 113 SERIES, ARMORED

PERSONNEL CARRIER (APC) 688 11SEP78
FAMILY OF VEHICLES (FOV) (A)
CARRIER, M106A1/2 MORTAR
CARRIER, M548 SERIES, CARGO
CARRIER, M577 SERIES, COMMAND POST
CARRIER, M667 LANCE
CARRIER, M727 HAWK
CARRIER, M730 CHAPARRAL
CARRIER, M741 VULCAN
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VEHICLE, M551 ARMORED - -
RECONNAISSANCE ASSAULT (A) 33,213

VEHICLE, M578 RECOVERY (A) (D)
VEHICLE, M723 MECHANIZED
INFANTRY COMBAT (A) (D)

VEHICLE, M728 COMBAT
ENGINEERING (CEV) (A) (D)

VEHICLE, M981 FIRE SUPPORT
TEAM (FISTV) (A) 68,476 03FEB86

VEHICLE, M992 FIELD ARTILLERY
AMMUNITION SUPPORT (FAASV)(A) 12,805 22NOV89

VEHICLE, M998 SERIES, HIGH
MOBILITY MULTI-PURPOSE
WHEELED (HMMWV) (A)

CARRIER, M996 TOW MISSILE 232 26OCT90
CARRIER, M1025 ARMAMENT, BASIC ARMOR 232 26OCI90
CARRIER, M1026 ARMAMENT, BASIC ARMOR 232 26OCT"0
CARRIER, M1036 TOW MISSILE, BASIC 232 26OCT90
CARRIER, M1043 ARMAMENT, SUPPLEMENTAL 232 26OCT10
CARRIER, M1044 ARMAMENT, SUPPLEMENTAL 232 26OCT90
CARRIER, M1045 TOW MISSILE, SUPPLEMENTAL 232 26OCT90
CARRIER, M1046 TOW MISSILE, BASIC 232 26OCT90

VEHICLE, FIRE DIRECTION CONTROL
CENTER (FDCV) (A) 3,382 21MAY86

CATEGORY VIII - AIRCRAFT. SPACECRAFT AND ASSOCIATED
EO1UI&MENT

AIRCRAF.

767 AWACS (AF) 8,700,000 11AUG92
BASIC CONFIGURATION ($6,900,000)
INFORMATION SYSTEM,

JTIDS ($1,600,000)
RADIO, HAVE QUICK ($200,000)
A-NET SYSTEM

A-4A (N) 15,165 20OCT83
A-4B (N) 12,864 20OCT83
A-4C (N) 15,523 20OCT83
A-4E (N) 27,929 20OCT83
A-4F (N) 33,226 20OCT83
A-6 (N) (D)
A-7 (W/O FLIR) (N) 243,881 08SEP83
A-10 (W/O TF-34 ENGINE) (AF) 388,786 12MAR82
A-37 (AF) 19,651 28MAR89 (B)
AV-8B HARRIER (W/O UK ASSESSMENT) (N) 867,373 26JUN81
C-5A GALAXY (AF) 12,661,728 12MAR82
C- 130 HERCULES W/4 T-56

ENGINES (AF) 102,520 03AUG83
C-141A/B STARLIFTER (AF) 892,254 12MAR82
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E-2B (W/ENGINES) (N) 298,400 22JUN89
E-2C (N) 2,625,904 18MAY78
E-3 AWACS (AIRBORNE WARNING AND

CONTROL SYSTEM) (AF)
ENHANCEMENTS (SPECIAL
RECOUPMENT, EXP. 01JUL94) 461,797 28SEP90

MEMORY UPGRADE MODIFICATION 1,674,841 08NOV89
E-3A SENTRY, US/NATO

STANDARD (AF) 33,021,000 260C I81
(TOTAL US NC CHARGE $27.43M;
TOTAL NATO NC CHARGE $5.59M)

EA-6 (N) (D)
F-4A (N) 129,712 20OCT83
F-4B (N) 70,450 20OCT83
F-4J (N) 122,089 20oCT83
F-4E (N) (W/ ENGINES)

(25% DISCOUNTED FOR USEFUL LIFE) (N) 159,408 20OCT83
F.4G WILD WEASEL (MOD ONLY) (AF) 667,241 12MAR82
F/RF-5A TIGER (W/O 2 J-85
ENGINES) (AF) 40,000 01NOV71

F/RF-5E TIGER !I (W/O 2 J-85
ENGINES)(AF) 68,000 01NOV71

F/RF-5F TIGER HI (W/O 2 J-85
ENGINES) (AF) 207,000 25NOV75

F-8 CRUSADER (N) 56,859 12MAY81
F-14 (W/ENGINE) (N) 1,600,000 29NOV76
F-15A/B EAGLE (W/O ENGINES,

AN/APG-63 RADARS, MSIP, &
TEWS) (AF) 1,849,611 05FEB92

F-15C/D EAGLE (W/O ENGINES,
AN/APG-63 RADARS, MSIP, &
TEWS) (AF) 1,897,460 05FEB92

F-15E EAGLE (W/O ENGINES,
AN/APG-63 RADARS, MSIP, &
TEWS) (AF) 3,938,594 05FEB92

F-16 A/B FIGHTING FALCON
(W/O EPG SPECIAL
NC $85,000) (AF) 640,000 04JUN80

F-16C/D (W/ ENGINES) (AF) 1,018,050 24FEB89
F-18 Airframe (N) 1,117,281 30MAR87
F-20 (AF) 941,504 30MAR87
F-100A (AF) 37,840 06DEC84
F-100C (AF) 25,800 06DEC84
F- 100D (AF) 25,440 06DEC84
F-100F (AF) 27,840 06DEC84
F-101B/F (AF) 65,560 06DEC84
F-102 (AF) 38,320 06DEC84
F-104A STARFIGHTER (AF) 42,080 06DEC84
F- 104B/CID (AF) 91,040 06DEC84
F- 104G/J (AF) 54,360 27NOV87
F-105B THUNDERCHIEF (AF) 168,000 06DEC84
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F- 105D/F (AF) 78,400 06DEC84
F- 106A/B DELTA DART (AF) 159,200 06DEC84
F- 111A/D/E/F (AF) 605,320 06DEC84
KC-10 EXTENDER (AF) 1,176,667 12MAR82
KC- 135A STRATOTANKER (AF) 217,034 12MAR82
OV- 1A/B/C MOHAWK (A) 119,229 23JUN82
OV- 10 (W/O ENGINE) (N) 41,930 09JAN78
P-3A/B (W/ENGINE) (N) 382,750 03JAN78
P-3C (N) 592,219 03JAN78

AEW&C 1,761,974 25FEB87
UPDATE IlI 1,044,128 17MAY89

RF-4B (N) 104,566 20OCT83
RF-4C PHANTOM (AF) 108,000 06DEC84
S-2 (W/ENGINE) (N) 85,449 28AUG81
S-2A/US-2 (W/O ENGINE) (N) 18,987 20OCT83
S-2C (W/O ENGINE) (N) 23,497 20OCT83
S-2D (W/O ENGINE) (N) 38,448 20OCT83
S-2E (W/O ENGINE) (N) 35,950 20OCT83
S-3A VIKING (N) 3,502,643 26JUN81
T-2 (N) 39,968 10JAN78
TA-4F (W/O ENGINE) (N) 28,110 20OCT83
TA-4J (W/O ENGINE) (N) 51,176 20OCT83
T-33A (AF) 2,857 12MAR82
T-37 (AF) 19,651 28MAR89 (B)
T-38A (AF) 80,972 12MAR82
TH-55 OSAGE (A) 6,000 1 1JUN87
VEHICLE, REMOTELY PILOTED (RPV)

ACQUILA (A) (D)

HELICOPTERS

AH-1J AIRFRAME, SEACOBRA (N) 52,245 11OCT85
AH- IS COBRA (W/T-53-L-703

ENGINE) (A) 147,604 17MAY89
(W/T-53-L-703 ENGINE, M65
AIRBORNE TOW MISSILE AND
C-NITE SYSTEM) 163,860 17MAY89

AH-IT AIRFRAME, SEACOBRA (N) 486,665 11OCT85
AH-lW SUPER COBRA

(W/2 T-700-GE-401 ENGINES) (N) 326,461 18JUN90
AH-64 APACHE (W/2 T-700

ENGINES) (A) 1,045,566 30DEC83
CH-47A/B/C (INCLUDES

T-53-L- 1 IA ENGINE) (A) 100,000 07NOV70
CH-47D CHINOOK (W/O T-55 ENGINES) (A) 144,279 07AUG91
CH-531F.MH-53E (W/O T-64

ENGINE) (N) 1,023,079 12MAY83
H-3E (N) (D)
H-46 (N) (D)
H-53 (S-65) (N) 166,029 27FEB79
OH-6 CAYUSE 18,000 1 IJUN87
OH-58A KIOWA (A) 22,000 1 1JUN87
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OH-58C KIOWA (A) 48,000 11JUN87
OH-58D KIOWA

(W/MAST MOUNTED SIGHTS) (A) 663,082 10AUG93 (A)
SH-2t2Dt2F LAMPS, MARK I

(W/2 T-58-GE ENGINES) (N) 325,423 06DEC84
SH-2G (W/2 T-700-GE-401 ENGINES) (N) 607,149 03JUN91
SH-60B AIRFRAME (N) 689,944 15OCT82
(lAMPS, MARK III AIRFRAME
W/O T-700-GE-401 ENGINES) 859,636

MINIMUM AVIONICS SUITE 366,236
MISSION AVIONICS SUITE 1,063,400
SHIP ELECTRONICS 1,131,227

TH-55 OSAGE 6,000 11JUN87
UH-IH IROQUOIS (A) 4,501 01MAY81
UH- IN (N) 48,032 12JUL85
UH-60A BLACKHAWK AIR.FRAME (A) 169,692 03OCI81

ENGINKES

CFM-56 (AF) 20,000 25MAY89
CFM-56 ENGINE INTEGRATION, E-3 (AF)

(SPECIAL RECOUPMENT, EXP. 01JUL94) 3,257,810 28SEP90
CTY-2A/2D (N) 29,697 21DEC88
C-7-5A/7A (N) 25,777 21DEC88
CT7-6/9 (N) 9,236 21DEC88
F100-PW- 100/200 ALTERNATE FIGHTER

ENGINE (AFE) (AF) 284,001 27JAN92
F100-PW-220 ALTERNATE FIGHTER

ENGINE (AFE) (AF) 364,783 27JAN92
F100-PW-229 INCREASED PERFORMANCE

ENGINE (EPE) (AF) 637,802 27JAN92
F101 (AF) (D)
F1OIX (AF) (D)
F107 (N) (D)
F-109-GA-100 TURBOFAN (AF) 86,546 14MAY91
F1 10-GE-100 ALTERNATE FIGHTER

ENGINE (AFE) (AF) 364,783 27JAN92
Fl 10-GE-129 INCREASED PERFORMANCE

ENGINE (IPE) (AF) 637,802 27JAN92
F404 (N) 63,840 30MAR87
F404-GE-400/402 164,222 09OCT92 (A)
J47 (AF) 2,168 12MAR82
J52P-6A/B (N) 7,370 08SEP83
J52P-8A/B (N) 30,658 08SEP83
J52P-408 (N) 33,106 08SEP83
J57P-6B (N) 4,600 08SEP83
J57P-10 (N) 4,120 08SEP83
J60P-3/3A (N) 2,520 08SEP83
J75 (AF) 28,999 12MAR82
J79-GE-8/10 (N) 6,400 08SEP83
J79-GE- 17/17A/1 19 (AF) 27,464 01OCT83

TABLE 700-6. Major Defense Equipment List (MDEL) (Page 10 of 14)

700-25 Change No. 7, 5 January 1996



DOD 5105.38-M

J85 (AF) 17,901 23MAR83
RM-12 110,029 09OCT92 (A)
T33-P-100 (AF) (D)
T53 (N) 1,542 07MAY81
T53-L-703 (A) 2,220 17MAY89
T55 (A) 3,200 06NOV70
T56 (AF) 13,313 12MAY83
T58 (N) 20,045 11JUN87
T64 (N) 38,578 12MAY83
1700-GE-700 (A) 29,697 21DEC88
T700-GE-401 (NC ADDITIVE TO

T700-GE-700 ENGINE) (N) 78,039 15OCI13
T700-GE-401/401A (N) 29,697 21DEC88
T100-GE-401C (N) 25,450 21DEC88
T700-GE-701/701A701A1 (A) 29,697 21DEC88
T1700-GE-701C (A) 25,450 21DEC88
TF30 (N) 43,866 2CNUN79
TF34 (N) 20,705 12MAR82
TF39 (AF) 441,707 12MAR82
TF41-A-2A/2B/400/402/402B (N) 48,249 06DEC84

CATEGORY IX - MILITARY TRAINING EOUIPMENT

NO ITEMS IN THIS CATEGORY ARE DEFINED IN THE US MUNITIONS LIST AS
SIGNIFICANT MIHiTARY EQUIPMENT.

CATEGORY X - PROTECTIVE PERSONNEL EOUIPMENT

NO ITEMS IN THIS CATEGORY ARE DEFINED IN THE US MUNITION LIST AS
SIGNIFICANT MILITARY EQUIPMENT.

CATEGORY XI - MILITARY AND SPACE ELECTRONICS

CENTER, AN/TYQ-23, TACTICAL AIR
OPERATIONS (TAOC) (N) 198,000 17MAY89

CENTER, TAOC-85, TACTICAL AIR
OPERATIONS (N) (D)

CENTER, MODULAR TACTICAL COMMUNICATIONS
(MTCC) (A) (D)

CENTER, TACTICAL FLAG COMMAND (N) (D)
COMMUNICATION, AN/TSC-86 SATELLITE

(SATCOM) GROUND SYSTEM (AF) (D)
COUNTERMEASURE, AN/ALQ- 119 (AF) 6,138 09DEC75
COUNTERMEASURE, AN/ALQ- 126,
SPJ SYSTEM (N) 26,631 05JUN85

COUNTERMEASURE, AN/ALQ-131
(W/RECEIVER) (AF) 26,970 28SEP79

COUNTERMEASURE, AN/ALQ- 131
(W/O RECEIVER) (AF) 24,108 28SEP79

COUNTERMEASURE, AN/ALQ-165, ASPJ (N) 111,425 06DEC84
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COUNTERMEASURE, AN/SLQ-32(V) I (N) 115,000 25APR86
COUNTERMEASURE, AN/SLQ-32(V)2 (N) 250,350 25APR86
COUNTERMEASURE, AN/SLQ-32(V)3 (N) 381,803 25APR86
COUNTERMEASURE, TORPEDO EX SET 1

SYSTEM (N) (D)
ELECTRONIC WARFARE SUPPORT, TACTICAL

(TEWS) SYSTEM (AF) 225,434 05FEB92
EQUIPMENT, VERSATILE AVIONICS SHOP
TEST (VAST) (AN/USM-247(V) (N) (D)

INFORMATION SYSTEM, JOINT TACTICAL,
INFORMATION DISTRIBUTION SYSTEM
(JTIDS) (AF) 1,600,000 1 1AUG92 (A)

INFORMATION SYSTEM, OCEAN SURVEILLANCE
(OSIS), BASELINE UPGRADE (OBU) (N) 6,551,852 27JAN92
OSIS, REMOTE GRAPHIC WORKSTATION 5,874,074 27JAN92

MAPPING SYSTEM, MK90 DIGITAL (DMA) 35,102,998 18MAY89
DATA EXTRACTION MODULE 324,248
DATA SERVICES MODULE 34,254,561
PRODUCT GENERATION MODULE 91,898
SOURCE PREPARATION MODULE 432,291

POSITIONING SYSTEM, NAVSTAR GLOBAL
(GPS) (AF) 1,000 28OCT87

RADIO, AN/ARA-54 (A) 40 28MAR89
RADIO, AN/PRC- 119 SINCGARS (A) 803 26JAN90
RADIO, AN[TRC- 170 (AF) 60,622 15FEB84
RADIO, AN/VRC- 12 SERIES
(12,43 THROUGH 49) (A) 70 15FEB84

RADIO, AN/VRC-87 THROUGH 92 SINCGARS (A) 803 26JAN90
RADIO, RT-1439 RECEIVER/IRANSMrITER (A) 296 26JAN90
RADIO, HAVE QUICK A-NET SYSTEM (AF) 200,000 11AUG92 (A)
SONAR, AN/SQQ-32 MINE HUNTING 1,562,124 13OCI92 (A) *
SONAR, AN/SQR-18A (N) 267,069
SONAR, AN/SQR- 1 8A(V) 1 (N) 601,837 24MAY84
SONAR, AN/SQR- 19, COMPLETE SYSTEM (N) 1,756,900 21MAR90

SHIPBOARD ELECTRONIC SYSTEM (SES) 1,071,800 21MAR90
TOWED ARRAY GROUP (TAG) 359,400 21MAR90

SONAR, AN/SQS-56 (N) 173,193 19JUL88
SONAR SYSTEM, AN/UQQ-2(V)I

SURTASS (COMBINED SHIP AND
SHORE SYSTEM) (N) 3,029,374 28AUG89

SONAR SYSTEM, AN/UQQ-2(V) 1
SURTASS, SHIPBOARD SYSTEM (N) 1,785,000 28AUG89

TELEPHONE, ANTI'TC-38, CENTRAL (A) (D)
TELEPHONE, AN/TrC-39 (A) (D)
TELEPHONE, AN/TIC-42, UNIT LEVEL

CIRCUIT SWITCH (N) (D)

CATEGORY XIl - FIRE CONTROL. RANGE FINDER. OPTICAL AND
GUIDANCE AND CONTROL EOUIPMENT

FIRE CONTROL, AN/GSG-10 DIRECTOR,
TACFIRE (A) 740,331

TABLE 700-6. Major Defense Equipment List (MDEL) (Page 12 of 14)

700-27 Change No. 7, 5 January 1996



DOD 5105.38-M

FIRE CONTROL, AN/GSG-1 I DIRECTOR,
TACFIRE (A) (D)

FIRE CONTROL, MKIA COMPUTER (N) (D)
FIRE CONTROL, MK25 RADAR (N) (D)
FIRE CONTROL, MK37 GUN SYSTEM (N) 24,800 06DEC84
FIRE CONTROL, MK51-2 DIRECTOR (N) (D)
FIRE CONTROL, MIW6 GUN SYSTEM (N) 15,400 06DEC84
FIRE CONTROL, MK68 GUN SYSTEM (N) 60,000 06DEC84
FIRE CONTROL, MK74 MOD-4 MISSILE

SYSTEM (MFCS) (N) (D)
FIRE CONTROL, MK86 GUN SYSTEM (N) (D)
FIRE CONTROL, MK92 MISSILE SYSTEM (MFCS) (N) (D)
FREQUENCY, ANITSC-85 AND ANfTSC-93

SUPER HIGH (SHF) SYSTEM, MULTICHANNEL (D)
GUIDED BOMB UNIT, GBU-10/12 (AF) 203 15JUN87
GUIDED BOMB UNIT, GBU-15 (AF) 12,528 11MAY81
GUIDED BOMB UNIT, GBU-16 (AF) (D)
LANTIRN NAVIGATION AND TARGETING

SYSTEM (AF)
NAVIGATION POD, AN/AAQ-13 217,453 18MAY89
TARGETING POD, AN/AAQ- 14 201,057 18MAY89

MANPACK, AN/PSC-1 AND ANIPSC-7
SINGLE CHANNEL UHF SYSTEM (A) (D)

MANPACK, AN/PSN-6 LOREN (D)
MISSION PAYLOAD SUBSYSTEM (MPS)
DAYLIGHT (A) (D)

MISSION PAYLOAD SUBSYSTEM (MPS)
FORWARD LOOKING INFRARED (FUR) (A) (D)

NIGHT VISION, AN/PVS-5 GOGGLES (A) (C)
NIGHT VISION, AN/PVS-7A/B GOGGLES (A) 50 19JUN91
POSITION LOCATION REPORTING SYSTEM,

(PLRS) (A) 11,775,783 30NOV88
BASIC USER UNIT, RT-1343/TSQ-129 41,298
MASTER STATION, AN/rSQ-129 1,179,261

RADAR, AN/APG-63 (AF) 410,407 28MAR89
RADAR, AN/APG-65 (F-18) (N) 29,471 30MAR87
RADAR, AN/APG-65 (EPA MOU ONLY) 23,543 21APR89
RADAR, AN/APG-66 (F-16A/B) (AF) 30,400 12APR84
RADAR, AN/APG-68 (F-16C/D) (AF) 101,120 12APR84
RADAR, AN/APS- 138 (AN/APS-145)

ANTENNA (N) 162,047 25FEB87
RADAR, AN/APS- 145 (N) 1,078,582 25FEB87
RADAR, AN/AWG-9 PHOENIX (N) 338,403 28MAR89 (B)
RADAR, AN/FPS- 117 (AF) 883,053 20APR89
RADAR, AN/FPS- 118, OVER-THE-HORIZON

BACKSCATTER (OTH-B) (AF) 93,682,000 07JUN91
PRIME SECTOR 89,098,000
SECOND SECTOR 3,534,000
THIRD SECTOR 1,050,000

RADAR, AN/MPS-39 MULTIPLE
OBJECTS TRACKING RADAR (A) 320,471 21JAN93 (A)
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RADAR, AN/SPS-40B (N) 216,746 07MAY82
RADAR, AN/SPS-46 (N) (D)
RADAR, AN/SPS-48E (N) (D)
RADAR, AN/SPS-49(V)1-4 (N) 143,460 12APR90

AN/SPS-49(V)5 149,146 12APR90
AN/SPS-49(V)6 143,460 12APR90
AN/SPS-49(V)7 149,146 12APR90

RADAR, AN/TPQ-36 (A) 252,968 05JUL91
RADAR, ANjTPQ-37 (A) 920,149 05JUL91
RADAR, AN/TPS-43 (W/BASIC ANTENNA) (AF) 27,462 05FEB86
RADAR, ANITPS-63 (USMC BASELINE) (N) 45,557 07MAY87
RADAR, ANTrPS-71 RELOCATABLE OVER
THE HORIZON (ROHTR) (N) 15,076,923 20APR90

SIGHT, MAST MOUNTED (A) 209,265 10AUG93 (A)
SYSTEM, MARINE INTEGRATED FIRE
AND AIR SUPPORT SYSTEM (MIFASS) (N) (D)

TARGET ACQUISITION, MK23 MOD-0/8,
SYSTEM (TAS) (A) (D)

TARGET ACQUISITION DESIGNATION
SIGHT (LADS) (A) 202,591 30DEC83

TARGET DESIGNATOR, AN/AVQ-26 LASER
PAVE TACK (AF) 643,071 11JUN87

TERMINAL, AN/GSC-39(V) DSCS
MEDIUM (A) (D)

TERMINAL, LIGHT FOR AN/TSC-86 (A) (D)
TERMINAL, SINGLE SUBSCRIBER (SST) (A) (D)
WEAPON SYSTEM, MK7, AEGIS,

(W/O STANDARD MISSILE AND MK41
VERTICAL LAUNCH SYSTEM) (N) 16,288,000 25FEB87

WEAPON SYSTEM, CLOSE IN (CIWS),
PHALANX (NC IS PER GUN MOUNT) (N) 287,842 28OCT18

CATEGORY XIII - AUXILIARY MILITARY EOUIPMENT

NO ITEMS IN THIS CATEGORY ARE DEFINED IN THE US MUNITIONS LIST AS
SIGNIFICANTLY MILITARY EQUIPMENT.

NOTES

A. NEW SINCE 12AUG92.
B. THE EFFECTIVE DATE OF 28MAR89 HAS BEEN ASSIGNED TO ITEMS WHERE ONE

CHARGE EXISTS WITHOUT AN EFFECTIVE DATE IDENTIFIED
C. NO CHARGE
D. IF THERE HAS BEEN AN INVESTMENT IN NONRECURRING COST AND THE

CALCULATION OF THE CHARGE HAS NOT BEEN COMPLETED AND A SALE IS
PENDING, CONTACT DSAA TO OBTAIN THE REQUIRED CHARGE.

E. FOR OLDER SHIP DESIGN, A PERCENTAGE CHARGE (3.5%) FOR RECOUPMENT
OF NONRECURRING COST WILL BE ESTABLISHED AT A TIME OF ACTUAL
DEMAND FOR FMS OR COMMERCIAL SALE PROPOSALS.
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(2) Termination liability, to cover the financial liability of the USG should the
contract be terminated.

3. TLWs are not required for CLSSA, BO, source code "S", or "Cash with
Acceptance" LOAs.

4. IAs will attach two copies of the TLW with the cover letter forwarding the LOA
package to DSAA COMPT FMSCRD for countersignature. FMSCRD will provide one copy to
COMPT FMD and the other to DFAS-DE/I (SAAC) with the advance copy of the LOA. DFAS-DE
will ensure the TLW is retained after the Purchaser signed copy of the LOA is received. The TLW
must be loaded into DIFS prior to implementation. For any LOA, Amendment, or Modification
exempt from countersignature, IAs should provide TLW copies to DSAA COMPT and SAAC.

G. Countersignature. Unless specifically exempted (e.g., LOA Amendments and
Modifications exempted in Section 804), all LOAs, Amendments, Modifications, and LOIs require
DSAA countersignature. Those exempted will show, in the countersignature block, the pertinent
SAMM section or other authority for exemption.

1. Upon finalization, or five days prior to the expiration of the Congressional review
period for AECA Sec 36(b) notifications, IAs will forward the signed original documents plus two
copies (three when FMF or MAP funded) to DSAA. DSAA COMPT will forward all submissions
to DSAA Operations for coordination.

2. Subsequent to countersignature, DSAA COMPT will return the original to the IA for
processing to the prospective Purchaser, forward a copy to SAAC with the TLW ff applicable; and
retain a copy in order to enter appropriate information into the DSAA FMS data base.

H. Automated Case Anproval System (ACAS). ACAS is designed to expedite DoS **
clearance for certain LOAs, amendments, and modifications. If a case does not require clearance
by DoS, ACAS processing is not applicable.

1. ACAS will not be used for defined line LOAs, amendments, and modifications,
other than for training; LOAs, amendments, or modifications included in AECA Sec 36(b)
notifications; offering SDAF, EDA, or TDPs; or cases involving FMF, including residual MAP
merger, or third country financing; LOAs with waived costs (except where previously approved);
country-cash financing by El Salvador, Greece, Honduras, Japan with dual payment schedules,
Jordan, Kuwait basic cases, Pakistan, Saudi Arabia, Taiwan, or Turkey.

2. With exception of exclusions listed above, and following DoS approval, lAs may
issue to the Purchaser ACAS-processed BO, CLSSA, and defined line training LOA documents.
This includes basic LOAs, amendments with an overall dollar value increase; concurrent notices of
modification; and scope increases, irrespective of dollar value. For hardware cases where costs are
increased by $13M or more, a statement must be included that "this case contains no MDE." When
services involving travel to the recipient country (such as a TAFT) are included, a statement must
show "this case contains no PCS personnel." These statements, when appropriate, should follow
the item description.

3. lAs should annotate the LOA on the DSAA countersignature line "SAMM
70103.H." The DSAA countersignature line date should reflect the date of DoS approval or later.

4. The lAs will provide one copy of each LOA issued to a foreign government or
international organization, along with applicable termination liability worksheets (TLWs) to
DSAA/COMPT-FMPD and DFAS.
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70104 PREPARING THE LETTER OF OFFER AND ACCEPTANCE. A sample
completed LOA is included in Table 701-1. Information which is not part of the basic format is
bracketed and in bold type for emphasis (brackets should be excluded, and normal type used, in
actual LOAs). The following guidance also applies.

A. LOAs reported under AECA Sec 36(b) will include at the end of Terms of Sale on page
one the DSAA transmittal number used in the statutory Congressional notification (e.g.,
Congressional notification 92-15).

B. An expiration date of 85 days (25 days for additional administrative processing and 60
for country review) following IA signature should be used. A note should explain any instances
when the Purchaser will have less than 60 days for review; for example, where the Purchaser
requested expedited shipment or the quote is contingent on award by a certain date.

C. The blank entry in "This page through page - attached are,.." will be the total pages of
the LOA, excluding the Standard Terms and Conditions and courtesy Information.

D. The LOA should be signed for the US prior to forwarding to DSAA for countersignature
or, when applicable, directly to the requestor. The US Signature is an authorized IA
representative. The date is the day, month, and year the LOA is forwarded.

E. The Items to be Supplied information should show the following-

1. The LOA will contain a separate line for each article that is measured in units (U/I
"EA" in Section 1503). For LOAs with more than one significant article or service, number each
consecutively, normally grouping items and support from most to least substantial (e.g.,
determined by line dollar value, sequence of phased execution, or other organized breakout). Sub-
lines may be used to the extent they are compatible with MASL breakout and reporting by generic
code identification.

2. The LOA will group dollar-denominated items (U/I "XX" or blank), such as spare
parts and training, to the extent that common generic codes apply (e.g., tool kits with identical
generic codes should be under a single line).

3. Item Description/Condition must include the correct Generic Code and MASL line
data (Section 1503), NSN or part number, MDE(Y)/non-MDE(N) code, a description of the
articles or services, and the condition code or reference to a note in which the condition will be
shown.

a. References to other information within the LOA may also be included; for
example, for weapons systems, the reference may relate to an attachment to the LOA which will
include descriptive information for individual items grouped generically in the item description
column.

b. When EDA are sold under the AECA and included in an LOA line, "Excess
Defense Articles. Acquisition Value is $ " must be at the bottom of the item
description for that line.

4. If all line items cannot be listed on the second page of an LOA, show only the
program total and list the remaining items on continuation sheets.

F. Quantity, Unit of Issue, and Unit and Total Costs information should be entered, as
applicable. Source Code, Months (availability following acceptance), Type of Assistance (TA) or
Training Notes, Offer Release Code, and Delivery Term Code entries are discussed in LOA
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Information (Table 701-1). When more than one code applies, "Note _" should be shown and
an explanatory note should be included in the LOA.

G. Where the unit or extended price exceeds $100, cost information may be rounded to the
nearest whole dollar. Charges other than those below should be detailed in a note.

1. Net Estimated Cost is the estimated articles and services costs, which should not
include administrative or assessorial charges.

2. Charges for Packing, Crating, and Handling; Administrative Charge; and Supply
Support Arrangement are based on percentages in the FMR.

H. Terms of Sale are based on Paragraph 130104.C (Cash, FMS Credit, FMS Credit Non-
Repayable, or MAP). The IA should enter the type and amount of funds. DSAA will adjust the
type and amount of funds at the time of countersignature, consistent with availability of funds, or
return the LOA to the IA for repricing as required. In order to reduce prices charged to MAP or
FMS Credit Non-Repayable, the IA should advise recipients to use these funds to wholly finance
LOAs which include NC or military pay costs.

I. "Initial Deposit" will be shown in lieu of the date as the first entry under Date,
with the amount under Quartry and Cumuave.

70105 ADDITIONAL CONSIDERATIONS. The following subparagraphs are aligned to
the column "Supplementary Information for Letters of Offer and Acceptance" in Table 701-3. The
Checklist shown in Table 701-4 may be used at the option of the IA.

A. Shipwn See Section 802 for additional transportation information and Tables 701-5
and 701-6 for additional transportation terms and conditions. See Chapter 5 for export licensing
and customs clearances.

1. FMS recipients must have the continuing capability to transport their materiel. Any
use of DTS, to include related terms and conditions for movement, must be stated in the LOA.
DBOF items; firearms; explosives; lethal chemicals; other hazardous materiel, air cargo that
exceeds commercial capability; and, occasionally, classified materiel are moved within DTS.

2. Other use of DTS must be approved by DSAA and OUSD(A&T) on a case-by-case
basis. Each request to allow special use of DTS must be supported with a statement that shows
projected tonnage, special transportation requirements, and other relevant information that would
justify the commitment of DoD transportation assets. Upon approval, the extent of the
authorization must be shown in the LOA.

3. For items not routinely shipped via DTS, the normal method of movement of FMS
materiel is by commercial carrier to the freight forwarder designated by the Purchaser. Offer
Release, Delivery Term, Mark For, and Freight Forwarder codes help the USG and Purchaser
understand that materiel will be shipped by collect commercial bill of lading to freight forwarders
or as coded based on DoD 4140.17-M. DoD 4000.25-8-M (MAPAD) should be used to guide
Purchasers to provide Mark For and Freight Forwarder codes.

4. Procedures above also apply to repair and return. The IA should assure that the
LOA for the repair and return of materiel provides, when possible, a Purchaser schedule for
returns and a CONUS address for return of each item.
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5. The FMS Purchaser must advise whether aircraft will be delivered by commercial
ferry service (arranged by the customer), DoD ferry, or surface transportation. LOAs will contain
the stipulation that delivery will be made only under one of the following conditions:

a. In the event flight delivery of the aircraft is desired by the Purchaser, the aircraft
must be placed in safe condition consistent with established standards of the military service of
origin or FAA. Required maintenance may be done through negotiation with the IA or FAA
certified facility, and costs will be borne by the Purchaser. Aircraft will be released for flight only
after an inspection by the service or FAA, as appropriate, has determined that standards have been
met. Table 701-5 shows examples of terms and conditions for aircraft ferrying, which may be
amplified to comply with specific requirements.

b. Aircraft not to be restored to the criteria above will be sold with the
understanding that they will be delivered to destination by surface transportation only.

B. Delivery Schedule. The MOS (months) entry on the LOA provides the estimated
leadtime from the date of LOA acceptance to the date of delivery. A schedule of estimated in-
country or CONUS equipment deliveries by month will be provided for major end items. When,
due to Purchaser request or to meet program scheduling needs, items are not to be delivered earlier
than a specified date, this should be shown on the LOA.

C. Personnel Movement. Coordination of actions necessary to select and schedule
personnel travel required to provide services under the LOA is normally completed concurrent with
other steps taken to complete die program.

D. Oualifications Regarding Validity of Data. Deviations from the LOR,
extraordinary reservations concerning the price quoted, and the extent to which either the price or
availability is dependent on action to be taken by the USG (e.g., selection of equipment for US
forces) are examples where further explanation should be included.

E. PCS and TDY Clearance With US Chief of Mission. The IA will notify the
SAO by message of any requirements for assignment of PCS (but not TDY) personnel to
Purchaser country, including projected start date and duration, number by rank or grade and
specialty, and in-country location. DSAA Operations, the unified command, SecState (FMP/MP
and PMIDRSA), and the embassy will be information addressees. The SAO will coordinate with
the US chief of mission and report PCS personnel support cost data, as well as obstacles to their
acceptance or support, to the IA. The IA will include PCS personnel support costs in the LOA and
will advise of the PCS requirement and of any support problems in the cover letter when the LOA
is submitted to DSAA for countersignature. LOAs which include PCS or TDY personnel should
specify, to the extent known:

1. The number of personnel who will perform the task.

2. Planned dates of arrival and departure.

3. In-country destination and "home station."

4. Extent of in-country travel required.

F. Personnel Protection and Related Costs. For the purpose of performing services
outside the US, "US personnel" as discussed below and in Table 701-7 pertains to personnel
involved in the performance of actions under the LOA.

701-6 Change No. 7, 5 January 1996



70105.F.I. DOD 5105.38-M

1. In carrying out LOA programs, it is desirable that US personnel operate to the extent
possible in safety and immunity in US-type conditions. A government-to-government SOFA is
commonly used for acquiring safety and immunity for US personnel. Where the MILDEP General *
Counsel (GC) indicates a SOFA (see Table 701-8) or SOFA-like agreement exists, which is *
pertinent to the SA case at hand, that agreement may be referenced in the LOA and noted in the *
countersignature cover memo in order to highlight to DSAA that DSAA/DoD GC approval may be
required.

2. The DoD GC has advised that inclusion of SOFA-like status provisions in an LOA
requires that the LOA be staffed through DoD in accordance with procedures for staffing
international agreements in DoDD 5530.3 (see Section 140103). Since these procedures are
complex and require the development of specialized supporting documentation, inclusion of status
provisions in LOAs should be avoided if possible. Status provisions will not normally be used to
require compliance when authority to ensure compliance is outside the Purchaser's defense
establishment. Individual situations should be brought to the attention of DSAA for coordination
during LOA preparation.

3. Provisions for recouping costs associated with in-country duty (e.g., currency
revaluation, unanticipated import/export charges) are covered in LOA Standard Terms and
Conditions and do not normally require special LOA provisions. Where it is envisioned that failure
by the Purchaser to abide by existing SOFA or other status provisions may result in increased costs
associated with an FMS program, Table 701-7 shows sample terms and conditions and required
Purchaser actions which can be used as a guide.

G. Separate MOU or Detailed Statement of Work (SOW). Major programs may
call for an MOU or SOW, which should be referenced or attached to the LOA. For routine LOAs,
a detailed SOW can be avoided by providing the following information:

1. Description of the nature of the service to be performed, together with its purpose;

2. Statement of where and how the service will be performed; and

3. Statement of the anticipated result when the service is completed, together with any
information of which the Purchaser should be aware regarding USG reservations or qualifications
as to the probable success of the project.

H. Schedule of Personnel Training. Defined line LOAs should include firm
scheduling of personnel into specific training courses. When this is not feasible, LOAs should set
forth training plans and schedules in general terms, and should show the need to define training
needs at a later date. BO LOAs for training will include "notes" to explain the scope of coverage
and methods for definitizing and requesting courses. LOAs must specify Purchaser
responsibilities such as providing pay and allowances, housing, qualified students, and any
required supervision thereof.

I. Logistics Information. This supplements Section 802.

1. LOAs will show the configuration of equipment being sold, but will furnish detailed
equipment specifications only if required. Variations from standard USG configurations will be
noted, together with risks which might be assumed as a result of the variance. The notes will
highlight any purchase of a configuration contrary to that recommended by the USG.

2. LOAs will include any requirement for, and scheduling of, logistics conferences or
other program management actions for the purpose of definitization. The costs of such
conferences which occur prior to acceptance of the LOA can be funded from the Administrative
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Budget Account Allocation of the IA, with reimbursement from the Program Management line of
the LOA after it is accepted. Funding is discussed in Section 702. These actions pertain to
approved programs and are distinguished from AECA Sec 26 survey teams (Section 401).

3. The IA will assure that at least a one-year supply of concurrent (initial) spare parts,
through fourth echelon, at US peacetime usage rates, are included with equipment being offered.
Such spare parts packages should be identified on the LOA by category and total value rather than
by article.

4. For offers of MDE items, the Purchaser will be advised of the estimated period that
USG repair parts support will be available.

5. If the Purchaser has requested that procurement of a particular item is to be provided
from a single source, the designation will be addressed in the "notes" (see Section 80102).

6. Any USG intent to develop logistics or maintenance support plans will be specified.

7. The bases for logistics support costs will be specified. These should include the
period of support of the initial spares package, operational deployment of equipment, level of
maintenance to be accomplished by the Purchaser, number of maintenance sites, or other basis as
applicable.

8. To ensure logistics support of weapons systems, the LOA should identify critical
long-leadtime items which must be procured in advance of total program definitization.

9. Known limitations in condition must be shown using codes in Table 701-1 or in"notes". The LOA should specify that the cost of any rehabilitation is not included in the "as-is"
price. The Purchaser should normally be invited to inspect, in advance of receipt of the LOA if
possible, major items and substantial quantities of excess equipment being sold in "as-is"
condition.

10. CLSSA and BO LOAs must show supported major items.

J. Resnonsibilitv for Initiation of Requisitions. The LOA will show which party
is to initiate requisitions. If a Purchaser responsibility, the LOA will contain information to enable
correct requisition initiation and routing.

K. Payment Schedule Requirement. Unless the initial deposit constitutes the total
value of the LOA, each LOA financed under Terms of Sale Dependable Undertaking, Cash Prior to
Delivery, FMS Credit, MAP, or any combination thereof will include a payment schedule. This
payment schedule will show the calendar dates when each payment is required and the amount due
on each calendar date. The total of these amounts will be equal to the amount reflected on the LOA
"Total $" line. An LOA for any Purchaser currently or anticipated to be approved for FMS funding
will include the following note:

"If terms of sale specify payment under a Foreign Military Financing (FMF) agreement
between the Purchaser and DoD, Purchaser will pay to the USG, on a dependable undertaking
basis, such costs Ps may be in excess of the amount funded by the FMF agreement."

L. Additional Notes. Advice should be obtained from the IA legal office when special
circumstances require an expansion of standard or supplemental indemnity clauses included in this
Section.
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1. Ammunition and Other Explosives. Offers for these items will include the
following:

The USG is a self-insurer and, in this connection, your attention is invited to
Standard Terms and Conditions 1.2 and 3.1. DoD shall employ the same
inspection procedures for ammunition and other explosives as would be used in the
procurement of these types of items for itself. Lot production of ammunition and
other explosives, however, carries risks associated with the items' resultant
performance. This risk is assumed by the USG in procurement for its own use,
and this risk is also assumed by the Purchaser in procurement for its use under this
Offer. Accordingly, financial restitution will not be made for claims made on SF
364 ROD (see Standard Condition 5.4) for deficiencies pertaining to these items
unless such claims involve damage due to USG actions with respect to compliance
with applicable inspection criteria and procedures, or USG actions with respect to
packing, crating, handling, or transportation, or unless the USG can obtain equal
restitution from its contractor.

2. e•atentLRigbt. In the event that an individual, commercial entity, or foreign
country should assert ownership of a foreign patent on an item to be sold under FMS, and there are
reasonable grounds for the belief that a Purchaser may be subjected to a possible claim for
infringement, DoD components, in coordination with DSAA, are authorized to make such a sale,
provided a note is added advising the Purchaser of the existing allegation of a foreign patent right.
The note should read substantially as follows:

(Name of individual, commercial entity, or foreign country, and address) has
alleged rights in certain components of the (item) offered herein. In this
connection, the Purchaser's particular attention is invited to Standard Condition 3.

3. Security Assurances. As appropriate, the following note should be included in
LOAs:

a. For LOAs with NA'TO Commands or Agencies -

All US classified material or information (to include plans, designs, specifications,
and technical data) provided under this Letter of Offer and Acceptance shall be
protected as NATO classified information of an equivalent classification level in
accordance with the policy and procedures contained in NATO Document C-
M(55)15 (Final), 'Security Within the North Atlantic Treaty Organization'.

b. For Purchasers who propose to take custody of classifed materiel in the US,
and who comply with the provisions of Paragraph 50111 .C. 1, the IA will incorporate the
transmission instructions (an alternative for shipment of classified materials) or the requirement for
an approved transportation plan (see Table 503-4) into the security requirements of the LOA.

4. Offset Administrative Costs. All LOAs will contain the following note: **

The DoD is not a party to any offset agreements/arrangements which may be
required by the Purchaser in relation to the sales made in this LOA and assumes no
obligation to administer or satisfy any offset requirements or bear any of the
associated costs.

(When a contractor requests inclusion of offset administrative costs in the line item unit
cost, see Section 140107.)
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5. Shipment Consolidation. LOAs shall contain the following note when
substantial shipment consolidation of the articles thereon is anticipated:

This is supplemental to LOA Standard Terms and Conditions provision 5.4. If the
USG determines that delivery was delayed more than 90 days following passage of
title due to shipment consolidation, the date of the shipment from the consolidation
location may be used as the start point in determining the one year period for claim
eligibility only.

6. OT&E Incomnlete. If the LOA includes developmental systems which have not
yet been approved for US production [i.e., Defense Acquisition Board full rate production,
following successful final OT&E (Milestone 3.b), has not been approved], a note will be added
which concisely summarizes the potential effects on the program if the system does not receive
production approval.

7. Environmental Hazards. Add the following when unusual environmental **
hazards are expected as a result of the sale:

"There may be items included in this sale that require special skills or equipment for
operation, maintenance, or disposal in a manner which will minimize environmental hazards.
Purchaser should refer to [technical manual or other source data] for details."

8. TOW-2B. For each FMS offer of TOW 2B missiles, the applicable DSAA country **
director will be consulted regarding the need to add the following LOA note:

Physical Security and Accountability. The [SAO] will be permitted, at its
discretion, to conduct an inspection and physical inventory of all missiles transferred under this
LOA. Upon request, the inventory and accountability records maintained by the Purchaser will be
made available to the US personnel conducting this inspection.

M. Acceptance Process. The Purchaser should sign the LOA and complete the Typed
Name, Title, Agency, and Information to be Provided by the Purchaser portions. Copies should
be forwarded to the IA and to DFAS-DE/I along with the required initial deposit before the
expiration date.

1. Normally, the greater the period of time between Offer and Acceptance, the greater
the likelihood of decreased accuracy of data. Requests for extension of the expiration date by the
Purchaser will be honored only after a review by the IA. The Purchaser should be authorized to
make any pen and ink change to the expiration date via message, with a copy to DFAS-DE/I. All
concerned should be advised of the consequences of extension.

2. Pen and ink changes should be kept to a minimum, with processing as follows: **

a. Minor changes, made prior to implementation of a Modification or Purchaser
signature of an LOA or Amendment, may be approved by the IA. This may include insignificant
technical corrections such as a small arithmetic change which does not increase total value and
administrative changes such as an address correction, initial deposit or payment schedule
adjustment, or extension of the offer expiration date.

b. More significant changes, such as an increase in program scope (including a
revision of the terms of sale or total costs), Modification changes other than those in paragraph a.
above, and any change to an LOA or Amendment which has been signed by the Purchaser, require
DSAA (through Compt-FMPD) concurrence. Changes initiated after a Modification has been
implemented will normally be completed in another Modification versus a pen and ink change.
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Changes initiated after LOA or Amendment Purchaser signature will normally be accomplished
through a corrective Amendment implemented subsequent to the basic LOA or Amendment.

c. In conjunction with these changes, the IA must (1) formally confirm all
authorized pen and ink changes, prior to the expiration date, to the Purchaser with a copy to
document distribution addresses; (2) submit appropriate S3 transactions (Section 1500) for
expiration date changes; (3) following acknowledgment of receipt of Modification or Purchaser
signature of the LOA or Amendment, furnish those documents, altered by authorized pen and ink
changes, to their distribution addresses; and (4) furnish revised TLWs (Para 70103) if applicable.

When an LOA or Amendment is signed by the Purchaser and returned to the IA with unauthorized
pen and ink changes, it will normally be processed as a counter-offer. Re-statement and re-offer,
or cancellation and a new LOA or Amendment, will be the routine courses of action.

3. When accepted, distribution will be made in accordance with instructions in the
LOA.

4. Each SAO will immediately advise DSAA COMPT and the IA by priority message
when the LOA has been accepted or rejected. When LOAs are accepted for a foreign country or
international organization not served by an SAO, or where LOAs are often routinely signed without
direct SAO involvement, the LOA will have an annotation requiring the signature authority to
immediately notify DFAS-DE/I and the IA by message showing the acceptance date. If notice of
acceptance is not received within ten calendar days after the expiration date, the LOA, even though
accepted, may be cancelled.

N. Central FMS Transaction Processing Activities.

M Action Address -
Department of the Army
US Army Security Assistance Command
5001 Eisenhower Avenue
Alexandria VA 22333-0001
Messages - CDR USASAC Alexandria VA//AMSAC//

Information Address -
Headquarters, Department of the Army
Directorate for Security Assistance
Washington DC 20310-0512
Messages - DA WASHINGTON DC//DALO-SA//

Eau Department of the Navy
Navy International Programs Office
Washington DC 20350-5000
Messages - NAVY IPO WASHINGTON DC

Ai Force Communications. Electronics. Aircraft. and

Headquarters, US Air Force (SAF/IAX)
Washington DC 20330-1000

Follow-On Support -
Air Force Materiel Command
Air Force Security Assistance Center
Wright-Patterson AFB OH 45433-5000

701-I1 Change No. 7, 5 January 1996



70105.N. (continued) DOD 5105.38-M

Imug-
Air Force Security Assistance Training Group
Randolph AFB TX 48150-5001

M~A E-
Defense Reutilization and Marketing Service
74 N. Washington Street
Federal Center
Atn: DRMS-DPDS
Battle Creek MI 49016-3412
Messages - DLA CAMERON STA VA//DILA-SC//

Contract Administration Service (CAS) -
Defense Contract Managment Area New York
International Logistics Office
201 Varick Street
New York NY 10014-4811
Messages - DCMAO NEW YORK NY//INTL LOG OFC//

Cataloging Services -
Defense Logistics Service Center
74 N. Washington Street
Federal Center
Attn: DLSC-FD
Battle Creek MI 49016-3412
Messages - DLSC BA_-THRE CREEK MI//DLSC/FD//

Cataloging Training -
Defense Logistics Agency
Atn: DLA-SC
Cameron Station
Alexandria VA 22304-6100

DM& Defense Mapping Agency
Combat Support Center
Atn: PIMSS
6001 MacArthur Boulevard, NW
Bethesda MD 20816-5001
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United States of America
Letter of Offer and Acceptance (LOA)

[AT-P-BLZJ

Based on [AUSTDEF ltr 2/265 of 10 Apr 92]

Pursuant to the Arms Export Control Act, the Government of the United States (USG) offers
to sell to [the Government of Australia, Office of the Naval Attache, 1601
Massachusetts Ave., NW, Washington, DC 20036] the defense articles or defense
services (which may include defense design and construction services) collectively referred to as
"items," set forth herein, subject to the provisions, terms, and conditions in this LOA.

This LOA is for [Standard Missile Block VI, support items, and services.]

Estimated Cost: [$19,510,825] Initial Deposit: [$19,360,450]
Terms of Sale: [Cash prior to delivery/dependable undertaking.
Congressional notification 92-17]

This offer expires on [22 July 1992]. Unless a request for extension is made by the
Purchaser and granted by the USG, the offer will terminate on the expiration date.

This page through page [4], plus Letter of Offer and Acceptance Standard Terms and
Conditions attached, are a part of this LOA.

The undersigned are authorized representatives of their Governments and hereby offer and
accept, respectively, this LOA:

US Signature Date Purchaser Signature Date

[A. R. DiTrapani
Director_

Typed Name and Title Typed Name and Title

[Navy International Programs Office]
Implementing Agency Agency

DSAA Date

Information to be provided by the Purchaser.

Mark For Code _, Freight Forwarder Code , Purchaser Procuring Agency
Code , Name and Address of the Purchaser's Paying Office

Table 701-1. Page 1 of [12] pages
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Explanations for acronyms and codes, and financial information, may be found in attached '"Utter
of Offer and Acceptance Information."

Items to be Supplied (costs and months for delivery are estimates):

(3) (S) (6) (7)
[(1) Qty, (4) SCIMOS/ Ofr Del
Itn (2) Unit of Costs TA or Rel Trn
Nk DescripntCondltion C (2) Unit () Totl hda fdf

1. B2D 141000STDMSYS(Y) 40 EA $448,732 $17,949,280 S(4) Z 8
STANDARD MISSILE TA 3
BLOCK VI (Note 1)

2. B2D 141000STDCONT(N) 347,631 X(4) A 4
CONTAINERS (Note 2) TA 4

3. MIB 020200MISSLTA(N) 150,375 X(24) A 4]
TECHNICAL SERVICES TA 4
(Note 3)

(8) Net Estimated Cost $[ 18,447,286
(9) Packing, Crating, and Handling 231,800
(10) Administrative Charge 553,419
(11) Transportation 278,320
(12) Other [specify when applicable]
(13) Total Estimated Cost 19,510,825]

To assist in fiscal planning, the USG provides the following anticipated costs of this LOA:

ESTIMATED PAYMENT SCHEDULE

Payment Dat Ouiartrl Cumulative

[Initial Deposit $19,360,450 $19,360,450
I5 Dec 92 21,483 19,381,933

15 Mar 93 21,482 19,403,415
IS Jun 93 21,482 19,424,897
I5 Sep 93 21,482 19,446,379
IS Dec 93 21,482 19,467,861

IS Mar 94 21,482 19,489,343
15 Jun 94 21,482 19,510,825]

Table 70 1- Page 2 of [12] pages
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Signed Copy Distribution:

1. Upon acceptance, the Purchaser should return one signed copy of this LOA to Defense
Finance and Accounting Service (DFAS), ATTN: DE/SAAC/F, Denver, CO 80279-5000.
[Simultaneously, wire transfer of the Initial Deposit should be made to: United States Treasury,
New York, NY, 021-030-004, DFAS/SAAC, Agency Code 3801, showing "Payment from
Australia for AT-P-BLZ"; or, a check for the initial deposit should accompany the signed copy of
the LOA or be sent simultaneously to DFAS, with a letter identifying the purchasing country and
the LOA identifier.]

2. One signed copy plus a copy of the letter of transmittal forwarding payment to DFAS, or other
evidence of payment, should be returned to [Department of the Navy, Navy International
Programs Office, Washington, DC 20350-5000].

Questions may be directed to Mr. Baillie, Navy IPO 049, DSN 222-0704, CML (703) 692-0704.

LETTER OF OFFER AND ACCEPTANCE STANDARD TERMS AND CONDITIONS, attached
following page [41, are a part of this LOA. The following terms and conditions also apply:

[Note 1. The configuration of the Standard Missile will be specified in NAVSEA Drawing Number
5246986-13. The missile and its components are classified. All missiles will be issued from stock in
Condition Code A and configured with the MK 45 MOD 6 target detecting device. A listing of the
exact configuration with ORDALTS and the remaining service life of each component, if
applicable, will be provided prior to delivery. The dual thrust rocket motors have a remaining
service life of ten years. USN assets will be replaced in kind from procurement. The estimated cost
is based on the contract cost, including management of the replacement procurement. The
expected delivery date is 30 November 1992.

Note 2. Containers are being provided for shipment and storage of item 1 defense articles based
on documented requests from the Purchaser.

Note 3. This includes initial estimated USN or contractor engineering support related to the LOA
such as performing technical reviews, analyzing firing data, and answering general technical
queries. Specifics will be defined in program management meetings.

Note 4. The Offer expiration date allows less than the normal time for review in order to meet the
contract award date for the replacement procurement.

Note 5. The Purchaser will be charged for the use of USG sponsored (Government Bill of Lading)
transportation services for items which are classified Confidential or are explosive. This is effective
for Offer/Release Code Z and Delivery Term Code 8 items. Items other than classified or
hazardous will be shipped Collect Commercial Bill of Lading to applicable freight forwarders.

Note 6. The projected LOA closure date is March 2000.

Note 7. This LOA will be implemented under the Standard Accounting and Reporting System
(STARS).

Table 701-1. Page 3 of [12] pages
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Note &. The Purchaser may cancel this LOA upon request to the Implementing Agency; however,
an administrative charge that equals one-half of the applicable administrative charge rate times
the ordered LOA value, which Is earned on acceptance, or the applicable administrative charge
rate times the actual LOA value at closure, whichever is higher, may be assessed If cancelled after
implementation.

Note 9. The USG is a self-insurer, and In this connection your attention is invited to Standard
Terms and Conditions Section 5.3. The US Department of Defense shall employ the same
inspection procedures for this ammunition as would be used in the procurement of this type of
ammunition for itself. Lot production of ammunition, however, carries risks associated with the
ammunition's performance. This risk is assumed by the USG in procurement for its own use, and
this risk is also assumed by the Purchaser in procurement for its use under this LOA.
Accordingly, financial restitution will not be made for claims made on SF 364, Report of
Discrepancy (ROD) (see Standard Terms and Conditions Section 5.4) for ammunition deficiencies
unless such claims involve damage due to USG actions with respect to packing, crating, handling,
or transportation, or unless the USG can obtain equal restitution from its contractor.]

Table 701-1. Page 4 of [12] pages
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LETTER OF OFFER AND ACCEPTANCE STANDARD TERMS AND CONDITIONS

Section
1 Conditions - United States Government (USG) Obligations
2 Conditions - General Purchaser Agreements
3 Indemnification and Assumption of Risks
4 Financial Terms and Conditions
5 Transportation and Discrepancy Provisions
6 Warranties
7 Dispute Resolution

1 Conditions - United States Government (USG) Obligations

1.1 Unless otherwise specified, items will be those which are standard to the US Department of Defense (DoD),
without regard to make or model.

1.2 The USG will furnish the items from its stocks and resources, or will procure them under term and conditions
consistent with DoD regulations and procedures. When procuring for the Purchaser, DoD will, in general, employ
the same contract clauses, the same contract administration, and the same quality and audit inspection procedures as
would be used in procuring for itself, except as otherwise requested by the Purchaser and as agreed to by DoD and set
forth in this LOA. Unless the Purchaser has requested, in writing, that a sole source contractor be designated, and
this LOA reflects acceptance of such designation by DoD, the Purchaser understands that selection of the contractor
source to fill requirements is the responsibility of the USG, which will select the contractor on the same basis used
to select contractors for USG requirements. Further, the Purchaser agrees that the US DoD is solely responsible for
negotiating the terms and conditions of contacts necessary to fulfill the requirements in this LOA.

1.3 The USG will use its best efforts to provide the items for the dollar amount and within the availability cited.

1.4 Under unusual and compelling circumstances, when the national interest of the US requires, the USG reserves
the right to cancel or suspend all or part of this LOA at any time prior to the delivery of defense articles or
performance of defense services. The USG shall be responsible for termination costs of its suppliers resulting from
cancellation or suspension under this section. Termination by the USG of its contracts with its suppliers, other
actions pertaining to such contracts, or cessation of deliveries or performance of defense services is not to be
construed as cancellation or suspension of this LOA itself under this section.

1.5 US personnel performing defense services under this LOA will not perform duties of a combatant nature,
including duties relating to training and advising that may engage US personnel in combat activities outside the US,
in connection with the performance of these defense services.

1.6 The assignment or employment of US personnel for the performance of this LOA by the USG will not take
into account race, religion, national origin, or sex.

1.7 Unless otherwise specified, this LOA may be made available for public inspection consistent with the national

security of the United States.

2 Conditions - General Purchaser Agreements

2.1 The Purchaser may cancel this LOA or delete items at any time prior to delivery of defense articles or
performance of defense services. The Purchaser is responsible for all costs resulting from cancellation under this
section.

2.2 The Purchaser agrees, except as may otherwise be mutually agreed in writing, to use the defense articles sold
hereunder only:
2.2.1 For purposes specified in any Mutual Defense Assistance Agreement between the USG and the Purchaser,
2.2.2 For purposes specified in any bilateral or regional defense treaty to which the USG and the Purchaser are both
parties, if section 2.2.1 is inapplicable; or,
2.2.3 For internal security, individual self-defense, or civic action, if sections 2.2.1 and 2.2.2 are inapplicable.
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2.3 The Purchaser will not transfer tide to, or possession of, the defense articles, components and associated support
material, related training or other defense services (including plans, specifications, or information), or technology
furnished under this LOA to anyone who is not an officer, employee, or agent of the Purchaser (excluding
transportation agencies), and shall not use or permit their use for purposes other than those authorized, unless the
written consent of the USG has first been obtained. The Purchaser will ensure, by all means available to it, respect
for proprietary rights in any items and any plans, specifications, or information furnished, whether patented or not.
The Purchaser also agrees that the defense articles offered will not be transferred to Cyprus or otherwise used to
further the severance or division of Cyprus, and recognizes that the US Congress is required to be notified of any
substantial evidence that the defense articles sold in this LOA have been used in a manner which is inconsistent with
this provision.

2.4 To the extent that items, including plans, designs, specifications, technical data, or information, furnished in
connection with this LOA may be classified by the USG for security purposes, the Purchaser certifies that it will
maintain a similar classification and employ measures necessary to preserve such security, equivalent to those
employed by the USG and commensurate with security agreements between the USG and the Purchaser. If such
security agreements do not exist, the Purchaser certifies that classifed items will be provided only to those
individuals having an adequate security clearance and a specific need to know in order to carry out the LOA program
and that it will promptly and fully inform the USG of any compromise, or possible compromise, of US classified
material or information furnished pursuant to this LOA. The Purchaser furmier certifies that if a US classified item
is to be furnished to its contractor pursuant to this LOA: (a) items will be exchanged through official government
channels, (b) the specified contractor has been granted a facility security clearance by the Purchaser at a level at least
equal to the classification level of the US information involved, (c) all contractor personnel requiring access to such
items have been cleared to the appropriate level by the Purchaser, and (d) the Purchaser will assume responsibility for
administering security measures while in the contractor's possession. If a commercial transportation agent is to be
used for shipment, the Purchaser certifies that such agent has been cleared at the appropriate level for handling
classified items. These measures will be maintained throughout the period during which the USG may maintain
such classification. The USG will use its best efforts to notify the Purchaser if the classification is changed.

3 Indemnification and Assumption of Risks

3.1 The Purchaser recognizes that the USG will procure and furnish the items described in this LOA on a non-
profit basis for the benefit of the Purchaser. The Purchaser therefore undertakes to indemnify and hold the USG, its
agents, officers, and employees harmless from any and all loss or liability (whether in tort or in contract) which
might arise in connection with this LOA because of:
3.1.1 Injury to or death of personnel of Purchaser or third parties, or
3.1.2 Damage to or destruction of (a) property of DoD furnished to Purchaser or suppliers specifically to
implement this LOA, (b) property of Purchaser (including the items ordered by Purchaser pursuant to this LOA,
before or after passage of title to Purchaser), or (3) property of third parties, or
3.1.3 Infringement or other violations of intellectual property or technical data rights.

3.2 Subject to express, special contractual warranties obtained for the Purchaser, the Purchaser agrees to relieve the
contractors and subcontractors of the USG from liability for, and will assume the risk of, loss or damage to:
3.2.1 Purchaser's property (including items procured pursuant to this LOA, before or after passage of title to
Purchaser), and
3.2.2 Property of DoD furnished to suppliers to implement this LOA, to the same extent that the USG would
assume for its property if it were procuring for itself the items being procured.

4 Financial Terms and Conditions

4.1 The prices of items to be procured will be billed at their total cost to the USG. Unless otherwise specified, the
cost of items to be procured, availability determination, payment schedule, and delivery projections quoted are
estimates based on the best available data. The USG will use its best efforts to advise the Purchaser or its authorized
representatives of:
4.1.1 Identifiable cost increases that might result in an overall increase in the estimated costs in excess of ten
percent of the total value of this LOA,
4.1.2 Changes in the payment schedule, and
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4.1.3 Delays which might significantly affect estimated delivery dates. USG failure to advise of the above will not
change the Purchaser's obligation under all subsections of section 4.4.

4.2 The USG will refund any payments received for this LOA which prove to be in excess of the final total cost of
delivery and performance and which are not required to cover arrearages on other LOAs of the Purchaser.

4.3 Purchaser failure to make timely payments in the amounts due may result in delays in contract performance by
DoD contractors, claims by contractors for increased costs, claims by contractors for termination liability for breach
of contract, claims by USG or DoD contractors for storage costs, or termination of contracts by the USG under this
or other open Letters of Offer and Acceptance of the Purchaser at the Purchaser's expense.

4.4 The Purchaser agrees:
4.4.1 To pay to the USG the total cost to the USG of the items even if costs exceed the amounts estimated in this
LOA.
4A.2 To make payment(s) by check or wire transfer payable in US dollars to the Treasurer of the United States.
4.4.3 If Terms of Sale specify "Cash with acceptance", to forward with this LOA a check or wire transfer in the
full amount shown as the estimated Total cost, and agrees to make additional payment(s) upon notification of cost
increase(s) and request(s) for funds to cover such increase(s).
4A.4 If Terms of Sale specify payment to be "Cash prior to delivery", to pay to the USG such amounts at such
times as may be specified by the USG (including initial deposit) in order to meet payment requirements for items to
be furnished from the resources of DoD. USG requests for funds may be based on estimated costs to cover forecasted
deliveries of items. Payments are required 90 days in advance of the time DoD plans such deliveries or incurs such
expenses on behalf of the Purchaser.
4.4.5 If Terms of Sale specify payment by "Dependable undertaking", to pay to the USG such amounts at such
times as may be specified by the USG (including initial deposit) in order to meet payments required by contracts
under which items are being procured, and any damages and costs that may accrue from termination of contracts by
the USG because of Purchaser's cancellation of this LOA. USG requests for funds may be based upon estimated
requirements for advance and progress payments to suppliers, estimated termination liability, delivery forecasts, or
evidence of constructive delivery, as the case may be. Payments are required 90 days in advance of the time USG
makes payments on behalf of the Purchaser.
4.4.6 If Terms of Sale specify "Payment on delivery", that bills may be dated as of the date(s) of delivery of the
items, or upon forecasts of the date(s) thereof.
4.4.7 That requests for funds or billings are due and payable in full on presentation or, if a payment date is
specified in the request for funds or bill, on the payment date so specified, even if such payment date is not in accord
with the estimated payment schedule, if any, contained in this LOA. Without affecting Purchaser's obligation to
make such payment(s) when due, documentation concerning advance and progress payments, estimated termination
liability, or evidence of constructive delivery or shipment in support of requests for funds or bills will be made
available to the Purchaser by DoD upon request. When appropriate, the Purchaser may request adjustment of any
questioned billed items by subsequent submission of discrepancy reports, Standard Form 364.
4.4.8 To pay interest on any net amount by which it is in arrears on payments, determined by considering
collectively all of the Purchaser's open LOAs with DoD. Interest will be calculated on a daily basis. The principal
amount of the arrearage will be computed as the excess of cumulative financial requirements of the Purchaser over
total cumulative payments after quarterly billing payment due dates. The rate of interest paid will be a rate not less
than a rate determined by the Secretary of the Treasury taking into consideration the current average market yield on
outstanding short-term obligations of the USG as of the last day of the month preceding the net arrearage and shall
be computed from the date of net arrearage.
4.4.9 To designate the Procuring Agency and responsible Paying Office and address thereof to which the USG will
submit requests for funds and bills under this LOA.

5 Transportation and Discrepancy Provisions

5.1 The USG agrees to deliver and pass title to the Purchaser at the initial point of shipment unless otherwise
specified in this LOA. With respect to items procured for sale to the Purchaser, this will normally be at the
manufacturer's loading facility; with respect to items furnished from USG stocks, this will normally be at the US.
depot. Articles will be packed, crated, or otherwise prepared for shipment prior to the time title pae-se•. If "Point of
Delivery" is specified other than the initial point of shipment, the supplying US Department or Agency will arrange
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movement of the articles to h te authorized delivery point as a reimbursable service but will pass tide at the initial
point of shipment. The USG disclaims any liability for damage or loss to the items incurred after passage of title
irrespective of whether transportation is by common cxrr or by the US Defense Transportation System.

5.2 The Purchaser agrees to furnish shipping instructions which include Mark For and Freight Forwarder Codes
based on the Offer/Release Code.

5.3 The Purchaser is responsible for obtaining insurance coverage and customs clearances. Except for articles
exported by the USG, the Purchaser is responsible for ensuring that export licenses are obtained prior to export of
US defense articles. The USG incurs no liability if export licenses are not granted or they are withdrawn before
items are exported.

5.4 The Purchaser agrees to accept DD Forms 645 or other delivery documents as evidence that tide has passed and
items have been delivered. Title to defense articles transported by parcel post passes to the Purchaser at the time of
parcel post shipment. Standard Form 364 will be used in submitting claims to the USG for overage, shortage,
damage, duplicate billing, item deficiency, improper identification, improper documentation, or non-shipment of
defense articles and non-performance of defense services and will be submitted promptly by the Purchaser. DoD will
not accept claims related to items of $200. or less for overages, shortages, damages, non-shipment, or non-
performance. Any claim, including a claim for shortage (but excluding a claim for nonshipment/nomeceipt of an
entire lot), received after one year from passage of title to the article or from scheduled performance of the service
will be disallowed by die USG unless the USO determines that unusual and compelling circumstances involving
latent defects justify consideration of the claim. Claims, received after one year from date of passage of title or
initial billing, whichever is later, for nonshipment/nonreceipt of an entire lot will be disallowed by the USG. The
Purchaser agrees to return discrepant articles to USG custody within 180 days from the date of USG approval of such
retumn.

6 Warranties

6.1 The USG does not warrant or guarantee any of the items sold pursuant to this LA except as provided in
section 6.1.1. DoD contracts include warranty clauses only on an exception basis. If requested by the Purchaser, the
USG will, with respect to items being procured, and upon timely notice, attempt to obtain contract provisions to
provide the requested warranties. The USG further agrees to exercise, upon the Purchaser's request, rights (including
those arising under any warranties) the USO may have under contracts connected with the procurement of these
items. Additional costs resulting from obtaining special contract provisions or warranties, or the exercise of rights
under such provisions or warranties, will be charged to the Purchaser.
6.1.1 The USG warrants the title of items sold to the Purchaser hereunder but makes no warranties other than those
set forth herein. In particular the USG disclaims liability resulting from infringement or other violation of
intellectual property or technical data rights occasioned by the use or manufacture outside the US by or for the
Purchaser of items supplied hereunder.
6.1.2 The USG agrees to exercise warranties on behalf of the Purchaser to assure, to the extent provided by the
warranty, replacement or correction of such items found to be defective, when such materiel is procured for the
Purchaser.

6.2 Unless the condition of defense articles is identified to be other than serviceable (for example, "As is"), DoD
will repair or replace at no extra cost defense articles supplied from DoD stocks which are damaged or found to be
defective in respect to material or workmanship when it is established that these deficiencies existed prior to passage
of tide, or found to be defective in design to such a degree that the items cannot be used for the purpose for which
they were designed. Qualified representatives of the USG and of the Purchaser will agree on the liability hereunder
and the corrective steps to be taken.

7 Dispute Resolution

7.1 This LOA is subject to US Federal procurement law.

7.2 The USG and the Purchaser agree to resolve any disagreement regarding this LOA by consultations between the
USG and the Purchaser and not to refer any such disagreement to any international tribunal or third party for
settlement.
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LETTER OF OFFER AND ACCEPTANCE INFORMATION

1. GENERAL. This provides basic information pertaining to the LOA for US and Purchaser use.
Additional information may be obtained from the Security Assistance Management Manual, DoD
5105.38-M, the in-country Security Assistance Office, the DSAA Country Director, or from the
implementing agency.

2. INFORMATION ENTERED BY THE USG.

a. Terms of Sale, and Purchaser responsibilities under those Terms, are described on the LOA.
A list of all Terms of Sale, with explanations for each, are shown in DoD 5105.38-M.

b. Description/Condition. The item description consists of coding for use in US management
of the LOA (starting with Generic/MASL and MDE "(Y)" or non-MDE "(N)" data such as that in
DoD 5105.38-M, Appendix D) plus a short description of what is to be provided. When items are
serviceable, Code "A" (new, repaired, or reconditioned material which meets US Armed Forces
standards of serviceability) may be used; otherwise, Code "B" (unserviceable or mixed condition
without repair, restoration, or rehabilitation which may be required) may be used. In some instances,
reference to a note in the Terms and Conditions may complement or replace these codes.

c. The Unit of Issue is normally ",EA" (each, or one; for example, 40 EA) or blank (unit of
issue not applicable; for example, services or several less significant items consolidated under one
LOA Item Number). When blank, a quantity or Unit Cost is not shown.

d. The Source Code (SC) in the Articles or Services to be Supplied Section is one or more of
the following:

S - Shipment from DoD stocks or performance by DoD personnel
P - From new procurement
R - From rebuild, repair, or modification by the USG
X - Mixed source, such as stock and procurement, or undetermined
E - Excess items, as-is
F - Special Defense Acquisition Fund (SDAF) items

e. Availability leadtime cited is the number of months (MOS) estimated for complete delivery
of defense articles or performance of defense services. The leadtime starts with Acceptance of this
Offer, including the conclusion of appropriate financial arrangements, and ends when items are made
available to transportation.

f. Type of Assistance (TA) Codes are as follows:
3 - Source Code S, R, or E; based on Arms Export Control Act (AECA) Section 21(b).
4 - Source Code X; AECA Sections 21(b), 22(a), 29, or source undetermined.
5 - Source Code P; AECA Section 22(a).
6 - Source Code S, R, or E. payment on delivery; AECA Section 21(d).
7 - Source Code P, dependable undertaking with 120 days payment after delivery; AECA

Section 22(b).
8 - Source Code S, R, or E, stock sales with 120 days payment after delivery; AECA

Section 2 1(d).
M - MAP Merger, Foreign Assistance Act (FAA) Section 503(a)(3).
N - FMS Credit (Nonrepayable); AECA Sections 23 or 24.
U - Source Code P; Cooperative Logistics Supply Support Arrangement (CISSA)
Foreign Military Sales Order (FMSO) I.
V - Source Code S; CLSSA FMSO II stocks acquired under FMSO I.
Z - FMS Credit; AECA Sections 23 or 24.
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g. Training notes: AP - Annual training program; SP - Special training designed to support ''
purchases of US equipment; NC - This offer does not constitute a commitment to provide US
training; SC - US training concurrently being addressed in separate LOA; NR - No US training is
required in support of this purchase.

h. Offer Release Codes (Ofr Rel Cde) and Delivery Term Codes (Del Tnm Cde) below may
also be found in DoD 4500.32-R, MILSTAMP, Appendix M, Figure M-1. The following Offer
Release Codes also pertain to release of items for shipment back to Purchaser on repair LOAs:

A - Freight and parcel post shipments will be released automatically by the shipping activity
without advance notice of availability.

Y - Advance notice is required before release of shipment, but shipment can be released
automatically if release instructions are not received by shipping activity within 15 calendar days.
Parcel post shipments will be automatically released.

Z - Advance notice is required, before release of shipment. Shipping activity will follow-up
on the notice of availability until release instructions are furnished. Parcel post shipments will be
automatically released.

X - The Implementing Agency (IA) and country representative have agreed that the:

-- IA will sponsor the shipment to a country address. Under this agreement, the
Freight Forwarder Code must also contain X and a Customer-within-Country (CC) Code must be
entered in the Mark For Code on the front page of the LOA. The MAPAD must contain the CC
Code and addresses for each type of shipment (parcel post or freight).

-- Shipments are to be made to an assembly point or staging area as indicated by clear
instructions on exception requisitions. Under this agreement, the Freight Forwarder Code must
contain W. A Mark For Code may be entered in the Mark For Code space on the front page of the
LOA and the MAPAD must contain the Mark For Code if the Mark For Address is to be used on the
shipment to the assembly point or staging area.

i. For the following Delivery Term Codes, DoD delivers:
2 - To a CONUS inland point (or overseas inland point when the origin and destination are

both in the same geographic area)
3 - At the CONUS POE alongside the vessel or aircraft
4 - Not applicable (Purchaser has full responsibility at the point of origin. Often forwarded

collect to country freight forwarder.)
5 - At the CONUS POE on the inland carrier's equipment
6 - At the overseas POD on board the vessel or aircraft
7 - At the overseas inland destination on board the inland carrier's equipment
8 - At the CONUS POE on board the vessel or aircraft
9 - At the overseas POD alongside the vessel or aircraft

Delivery Term Codes showing DoD transportation responsibility for repair LOAs are shown below.
The LOA will provide a CONUS address for each item identified for repair. The customer must
assure this address is shown on all containers and documentation when materiel is returned.

A - From overseas POE through CONUS destination to overseas POD on board the vessel or
aircraft

B - From overseas POE through CONUS destination to CONUS POE on board the vessel or
aircraft

C - From CONUS POD on board the vessel or aircraft through CONUS destination to
CONUS POE on board the vessel or aircraft

D - From CONUS POD on board the vessel or aircraft through the CONUS destination to
overseas POD on board the vessel or aircraft

E - Not applicable (Purchaser has complete responsibility.)
F - From overseas inland point through CONUS destination to overseas inland destination
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G - From overseas POE through CONUS destination to overseas POD alongside vessel or
aircraft

H - (For classified items) From CONUS inland point to CONUS POE alongside vessel or
aircraft

J - (For classified cryptographic items) From CONUS inland point to overseas inland
destination

3. INFORMATION TO BE ENTERED BY THE PURCHASER. Mark For and Freight
Forwarder Codes are maintained in the Military Assistance Program Address Directory (MAPAD),
DoD 4000.25-8. The Purchaser Procuring Agency should show the code for the Purchaser's Army,
Navy, Air Forc", or other agency which is purchasing the item(s). The Name and Address of the
Purchaser's Paying Office is also required.

a. Mark For Code. This Code should be entered for use in identifying the address of the
organization in the Purchaser country which is to receive the items. This includes return of items
repaired under an LOA.

(1) This address will be added by the US DoD to the Ship To address on all freight
containers. It will also appear on items forwarded by small parcel delivery service, including parcel
post. The address should include the port of discharge name and designator (water or air); country
name, country service name, street, city, state or province, and (if applicable) in-country zip or similar
address code.

(2) Shippers are not authorized to apply shipment markings. If codes and addresses are
not published, containers will be received at the freight forwarder or US military representative in-
country unmarked for onward shipment with resultant losses, delays, and added costs. The USG will
sponsor shipment of this materiel to FOB US point of origin.

b. Freight Forwarder Code. When Offer Release Code X applies, Code X or W, discussed

under Offer Release Code X above, must be entered.

4. FINANCIAL.

a. The method of firrancing is shown in the LOA, Amendment, or Modification. The initial
deposit required with Purchaser signature of the LOA is an integral part of the acceptance.

b. LOA payment schedules are estimates, for planning purposes. DFAS (SAAC) will request
payment in accordance with the payment schedule unless DoD costs, including 90-day forecasted
requirements, exceed amounts required by the payment schedule. When this occurs, the US will use
its best efforts to provide a new schedule via LOA Modification at least 45 days prior to the next
payment due date. The Purchaser is required to make payments in accordance with quarterly DD
Forms 645 issued by DFAS regardless of the existing payment schedule.

c. Tie DD Form 645 serves as the bill and statement of account. An FMS Delivery Listing,
identifying items physically or constructively delivered and services performed during the billing
period, will be attached to the DD Form 645. DFAS forwards these forms to the Purchaser within 45
days before payments are due and Purchasers must forward payments in US dollars to the USG in
time to meet prescribed due dates. Costs in excess of amounts funded by FMF agreements must be
paid by the Purchaser. Questions concerning the content of DD Forms 645 and requests for billing
adjustments should be submitted to the Defense Finance and Accounting Service (SAAC/FS), Lowry
AFB, CO 80279-5000.

d. The preferred method for forwarding cash payments is by bank wire transfer to the
Department of the Treasury account at the Federal Reserve Bank of New York using the standard
federal reserve funds transfer format. Wire transfers will be accepted by the Federal Reserve System
(FRS) only from banks that are members of the FRS, therefore, non-US banks must go through a US
correspondent FRS member bank. The following information is applicable to cash payments:
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Wire transfer--
United States Treasury
New York. New York
021-030-004
DFAS/SAAC
Agency Code 3801
Payment from (country or international organization) for

Letter of Offer and Acceptance (Identifier at
the top of the first page of the LOA)

Check mailing address--
Defense Finance and Accounting Service (DFAS)
DFISAACF
Denver, CO 80279-5000

e. To authorize payments from funds available under FMF loan or grant agreements, the
Purchaser may be required to submit a letter of request to the Defense Finance and Accounting
Service (DFAS/DE-FCC), Denver, Colorado 80279-5000. Purchasers should consult applicable FMF
agreements for explicit instructions. Questions pertaining to the status of FMF financing and
balances should be directed to DSAA-COMPT-FMD.

f. Payments not received by DFAS (SAAC) by the due date may be subject to interest charges
as outlined in paragraph 4.4.8 of the LOA Standard Terms and Conditions.

g. The values on the LOA are estimates. The final amount will be equal to the cost to the
USG. When deliveries are made and known costs are billed and collected, SAAC will provide a "Final
Statement of Account" which will summarize final costs. Excess funds will be available to pay unpaid
billings on other statements or distributed as agreed upon between the Purchaser and the Comptroller,
DSAA.

h. The Purchaser may cancel this LOA upon request to the implementing agency. An
administrative charge that equals one-half of the applicable administrative charge rate times the
ordered LOA value, which is earned on LOA acceptance, or the applicable administrative charge rate
times the actual LOA value at closure, whichever is higher, may be assessed if this LOA is cancelled
after implementation.

5. CHANGES TO THE LOA. Changes may be initiated by the USG or by requests from the
Purchaser. After acceptance of the basic LOA, these changes will take the fonn of Amendments or
Modifications.

a. Amendments encompass changes in scope, such as those which affect the type or number
of significant items to be provided. Amendments require acceptance by the USG and the Purchaser
in the same manner as the original LOA.

b. Modifications include changes which do not constitute a change in scope, such as increases
or decreases in estimated costs or delivery schedule changes. Modifications require signature only to
acknowledge receipt by the Purchaser.

c. When signed, and unless alternate instructions are provided, copies of Amendments and
Modifications should be given the same US distribution as the basic LOA.

d. Requests for changes required prior to acceptance by the Purchaser should be submitted to
the implementing agency for consideration. See DoD 5105.38-M, section 70105.M.2.

6. CORRESPONDENCE. Questions or comments regarding this LOA should identify the
Purchaser request reference and the identification assigned by the implementing agency within DoD.
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TABLE 701-2
Sample Termination Liability Worksheet

LOA Identification: XX - B- UAB Date: 2an2
(Country, Agency, Case Designator)

(a) (b) (c) (d) (e) (f)
Estimated Termination

Liability/
Payment Total Payment Disbursements Contractor
Holdback
Date Otr Cumr Otr Cumr Otr Cum

Initial
Deposit 352,000 352,000 352,000 352,000 0 0

15Jun92 864,000 1,216,000 499,200 851,200 364,800 364,800

15Sep92 1,376,000 2,592,000 833,600 1,684,800 542,400 907,200

15Dec92 2,112,000 4,704,000 1,372,800 3,057,600 739,200 1,646,400

15Mar93 3,008,000 7,712,000 1,955,200 5,012,800 1,052,800 2,699,200

15Jun93 4,000,000 11,712,000 2,951,360 7,964,160 1,048,640 3,747,840

15Mp93 4,768,000 16,480,000 4,066,240 12,030,400 701,760 4,449,600

15Dec93 5,024,000 21,504,000 5,602,880 17,633,280 (578,880) 3,870,720

15Mar94 4,512,000 26,016,000 6,561,600 24,194,880 (2,049,600) 1,821,120

15Jun94 3,264,000 29,280,000 4,499,520 28,694,400 (1,235,520) 585,600

15Sep94 1,888,000 31,168,000 2,473,600 31,168,000 (585,600) 0

15Dec94 832,000 32,000,000 832,000 32,000,000 0 0

Notes: (a) Columns a and b must be identical to payment schedule in LOA financial annex.
(b) Column a = c + e.
(c) Column b=d +f.
(d) At end of worksheet, column b = column d, column f must be zero.
(e) In initial deposit, columns e and f are zero unless contract will be let before first

scheduled payment.
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TABLE 701-3 -
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TABLE 701-4
LOA Preparation Checklist

Validation
Action
Officer Service DSAA

(Last Name, (Last Name (Last Name,
Item Phone, Date) Phone, Date) Phone, Date)

Mode and destination of shipments ....

Delivery Schedule of items ..

Personnel movement to and from country

Dualifications of Pricing and Availability Data
Agreements to safeguard status of USG or
contractor pe!rsonnel in-country

Statement of facilities, services, or personnel
to be provided by Purchaser

Separate International Agreement or detailed
Statement of Work

Schedule of Personnel Training

Loudistical Information

Explanation of condition of equipmente

Identification of equipment supportable

Description of Services to be provided

Description of components of pricing

Responsibility for initiation of requisitions

Indemnification and assumption of risk

Payment schedules

..Financial analysis

Remarks:

[*Including notification of special conditions such as environmental hazards, safety of operation information, or other
factors requiring special operation, maintenance, or disposal skills or equipment.)

Table 701-4. LOA Preparation Checklist
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TABLE 701-5
Additional Terms and Conditions

[Aircraft Movement)

The following may be consolidated as one note on the LOA, as considered appropriate by the IA.

A. The USG will provide for movement of aircraft to point of delivery specified in this LOA.

*B. In order to carry out the purpose of this LOA, the USG will accept tide to the aircraft from the
contractor, and title to the aircraft will remain with the USG until arrival at the point of
delivery, at which time title passes to the Purchaser.

*C. The aircraft will be marked with appropriate USG markings. The Purchaser is liable for the
cost of placing such markings on the aircraft and is responsible for removing such markings
upon passage of title to the Purchaser.

D. The USG will not be subject to or held liable for any import fees, duties, or other charges
levied by the Purchaser.

E. Date of delivery to destination will be contingent upon the receipt of necessary overflight and
other clearances.

F. The Purchaser is liable for all enroute costs including, but not limited to, any maintenance
required to insure that the aircraft are in a safe condition, in accordance with current USG
regulations, prior to flight.

G. It is agreed that there will normally be no USG/Purchaser splits in crews. Any USG/Pur-
chaser split in crew composition must be approved by * based upon a
request submitted by the Purchaser setting forth the reasons for the request, the desired crew
composition, and the aircraft qualifications of proposed crew members of the Purchaser. If
split crews are used, the aircraft commander must be an officer of the USG who will have
command and control over the aircraft. If more than one aircraft is being ferried, the
designated flight leader will be an officer of the USG and will have command and control over
all aircraft.

*When the USG is !o ferry Purchaser-owned aircraft, replace B. and C. above with the following:

B. In order to carry out the purpose of this LOA, the Purchaser grants the USG possession of the
aircraft The tide to the aircraft will remain with the Purchaser.

C. The aircraft will be marked with appropriate USG markings. The Purchaser is liable for the
cost of placing such markings on the aircraft and is responsible for removing such markings.

Table 701-5. Additional Terms and Conditions. [Aircraft Movement]
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TABLE 701-6
Additional Terms and Conditions

Transportation and Services

The following may be consolidated as one note on the LOA, as considered appropriate by the IA.

A. USG agrees to provide, transportation services for the items identified in this LOA to the Point
of Delivery. Purchasers property will be transported at the Purchaser's risk.

B. Purchaser will accept USG delivery listings as the basis for billing and proof of shipment.

C. Purchaser will accept responsibility for clearance of materiel through its customs at the POD,
and for movement of the materiel from its POD to the ultimate in-country destination.

D. Purchaser will appoint a duly authorized official to accept and sign for materiel at the POD,
and submit outturn message and report.

E. Purchaser will absorb losses of materiel the USG does not in fact recover from an independent
carrier or handler, including where the USG is self-insured.

F. Purchaser will self-insure such shipments, or obtain commercial insurance without any right
of subrogation of any claim against the United States.

G. The USG will assist the Purchaser in processing any claims that may arise for lost or damaged
shipments, in the same manner it processes claims for USG-owned materiel. Collection of
revenue, if any, resulting from approved claims will be credited to the Purchaser's account.

H. If the Purchaser proposes to take delivery and custody of the classified material in the US and
use its own facilities and transportation for onward shipment to its territory, the Implementing
Agency (IA), in coordination with the Purchaser, will develop a transportation plan as outlined
in the Security Assistance Management Manual, Chapter 5, Section 503, Table 503-4.
Further, the Purchaser agrees to notify the IA of any changes as they occur to the
transportation plan. The Purchaser will be notified of the approval or disapproval of the
changes. If disapproved, the Purchaser will be notified of the reason for disapproval and,
when possible, changes that would be acceptable to the USG. As an alternative, the USG will
ship the classified materiel by the Defense Transportation Service.

Table 701-6. Additional Terms and Conditions. Transportation and Services

701-29 Change No. 7, 5 January 1996



DOD 5105.38-M

The brackets below show provisions which typically would be applicable to USG commercial
contractor (including subcontractor) or to military and civilian USG personnel.

A. Passports, Visas, Licenses, and Permits.

1. [USG, Contractor] Cost and delivery estimates herein anticipate the Government of
[country] (GO-) [e.g., Government of Turkey (GOT)] will, within the framework pf the laws of
GO_, ensure the timely issuance of work, entry, or exit visas; work, vehicle operator, residence,
or in-country travel permits; and any other appropriate licenses or permits required of the
personnel, including dependents, to carry out this effort.

2. [Contractor] The US contractor shall be responsible for timely and complete submittal of
the necessary information and forms directly to the appropriate GO. agency for the required
passports, visas, licenses, or permits. The contractor shall be responsible for the sponsorship of
its employees and their dependents and shall process said permits directly with the appropriate
GO_ agency.

B. Access. [USG, Contractor] Cost and delivery schedules herein anticipate that US personnel
in [country] will be authorized, at no cost, reasonable access to all data, plans, reports, or other
information and all existing and proposed offices, sites, and areas within [country] as required to
accomplish this effort

C. Export of Data. [Contractor] US personnel shall not be required or expected to deliver to the
Government of [country], nor to any person or entity not a citizen of the United States of America,
any technical data produced or utilized under this LOA until the Government of [country] has been
furnished with clear evidence that such delivery of the data is (1) approved by the US State
Department pursuant to the International Traffic in Arms Regulation, or (2) approval is not
required.

D. Taxes, Duties, and Charges for Doing Business. [Contractor] The contract(s) implementing
this LOA will include the clause entitled "Taxes-Foreign Fixed-Price Contracts (Jan 1991)" set
forth in Federal Acquisition Section 52.229-6; therefore, price and delivery estimates within this
LOA anticipate the following:

1. Property, materiel, equipment, household furniture, appliances, and supplies imported
into [country] by contractor exclusively for use in support of the contractor and its personnel and
consigned and marked as required or approved by the USG will be exempt from import and export
duties, taxes, licenses, excises, imposts, and any other identifiable charges. The contractor will
maintain any inventory control and accounting system adequate to reflect the usage and disposition
of all contractor-owned property which has entered [country] duty-free under this LOA.

2. The GO_, its agencies, and political subdivisions will levy no taxes or fees (including
taxes on individual or corporate income or property, customs and import duties, or other taxes on
employee personal household goods, supplies and personal effects imported into [country] for
personal use) on the contractor, its employees, or the dependents of such employees.

Table 701-7. Sample Terms and Conditions- Personnel Related Costs (Page I of 2)
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3. If any charges under D.I or D.2 are imposed by the GO_, costs thereby incurred by the
contractor will be reimbursed to the contractor at cost, including applicable overhead and General
and Administrative, but excluding profit, out of national funds to be provided by the GO_ under
this LOA.

E. Security. [USG, contractor] Price and delivery estimates anticipate that the Purchaser will
provide adequate security to protect personnel and property associated with this LOA and located
on Purchaser military bases, installations, or other designated work sites.

Table 701-7. Sample Terms and Conditions - Personnel Related Costs (Page 2 of 2)
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As of 15 May 1992, the United States has entered into SOFAs or other agreements pertaining,
to status of personnel whose duties include work in the listed country

[Numerical references are to the published Treaties and Other International
Act Series (TJ.A.S.) of the Department of State]:

Antigua and Barbuda (9054)
Australia (5349)
Italy (2846)
Bahamas
Bahrain (8632)
Belgium (2846)
Canada (2846, 3074)
Denmark (2846, 4002)
Diego Garcia [with the United Kingdom] (6196, 8230)
Dominican Republic
Egypt (10238)
Federated States of Micronesia [in Compact with US]1 France (2846)
Germany (2846, 5351, 5352, 7759)
Greece (2846, 3649)
Honduras
Iceland (2295)
Japan (4510)
Korea (6127)
Luxembourg (2846)
Marshall Islands [in Compact with US]1 again
The Netherlands (2846, 3174)
New Zealand (4151)
Norway (2846, 2950)
Panama (10032)
Papua New Guinea
Philippines (1775, 5851, 9224, 10585)
Portugal (2846) [Lajes Agreement is unpublished]
Singapore
St. Kitts and Nevis
St. Vincent and the Grenadines
Spain (2846, 10589)
Turkey (2846, 3020, 3337, 6582, 9901)
United Kingdom (2846, 6196) See also, Visiting Forces Act2

Western Samoa

1. For both the Federated States of Micronesia and the Marshall Islands see: Compact of Free Association Act of
1985, Pub. L. No. 99-239 (January 14, 1986). The SOFA was concluded pursuant to Section 323 of the Act and
has been reprinted in the Compilation of Agreements Between the Government of the United States and the Freely
Associated States of the Federated States of Micronesia, The President's Personal Representative for Micronesian
Status Negotiations, 1987.

2. The 1952 Visting Forces Act is a unilateral British statute enacted to implement the NATO SOFA within the
United Kingdom. Britain has elected this approach, rather than conclude a supplementary agreement to the NATO
SOFA with the United States as sending .tate. Unfortunately, the Visiting Forces Act does not fully agree with the
NATO SOFA and this has led to disputes from time to time.

Table 701-8. Status of Forces Agreements
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condition of sale, the following are required for all LOAs, Amendments, or Modifications which
include program management lines:

a. "Subtotal Cost of Ordered Articles and Services" and corresponding value will
be entered at the end of items being offered.

b. The program management line(s) and value(s) are to be entered following the
above subtotal cost.

c. Block (8) will be the total of the entries required in a and b above.

2. The FMS administrative surcharge shall be applied by DFAS-DE to the Subtotal
entry of ordered items without exception. If the surcharge has been waived and not included in the
LOA, the drafting IA is responsible for funding and paying the surcharge. (See DoD 7000.14-R,
Volume 15)

3. Program management lines will be identified as such and include Generic Code
R6B. Existing case management lines which use Generic Code L8A may continue in use until case
closure.

4. FMS workload prior to LOA implementation is to be charged to the administrative
budget. Communications, utilities, ADP, office supplies and equipment, and rental may be
charged to a program management line to the extent they directly result from program management
efforts.

5. An auditable methodology must be maintained to document work each individual
performs on a program management line. Personnel charges must be identifiable by position
number, employee identification number, or other traceable means.

6. For LOAs in which program management lines are justified by the non-standard
nature of the program, the non-standard administrative fee should not be charged in accordance
with the FMR.

70202 CONTINGENCY REOUIREMENTS. FMF LOAs may not include contingency
(R9A Non-Specific Requirements) lines. Contingency lines will not be used as a substitute for BO
LOAs. Inclusion of contingency lines in other LOAs is discouraged. The FMS administrative
surcharge will be applied to the contingency line value.

A. When requested and justified in writing by the Purchaser, the Director of SA of the IA, or
designee, may approve a contingency line limited to:

1. Services or non-SME articles on a major program LOA.

2. A value of ten percent or less of the LOA value.

B. Obligation authority will not be granted for contingency lines, nor will orders be placed
for deliveries reported against them.

1. When requirements are identified by the Purchaser, the applicable dollar values
included in the contingency line must be moved to specific defense articles or services (non-
contingency) lines, with commensurate payment schedule and other LOA adjustments, as needed.
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2. Reallocation of contingency line authority for scope increases must be accomplished
by LOA Amendment. Modifications may be used for contingency line reallocations due to price
increases.
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SETIN 03- CONGRESSIONAL SCIN36(b) NOTIFICATIONSI AND REPORTS OF FOREIGN MILITARY SALES I
70301 PURPOSE. The purpose of this section is to provide DoD components with the
procedures to be followed during the processing of an LOA, DD Form 1513, when that LOA
meets or exceeds the thresholds established for Congressional notification in the AECA and
Congressional reporting in AECA, Section 36(b). This section enumerates the requirements of the
AECA, Section 36(b), under which Congressional notifications and reports must be submitted;
defines the criteria, responsibilities, and procedures established for the submission of these
Congressional notifications and reports; and prescribes the data elements, format (to include
classification), and procedures for the submission of information to DSAA required for
Congressional notifications and reports.

70302 STATUTORY PROVISIONS. EXECUTIVE REOUIREMENTS. AND

EXCEPTIONS.

A. Statutory Provisions.

1. Section 36(b)(1) of the AECA requires that, in the case of any LOA to sell any
defense articles or services under the Act for $50 million or more, any design and construction
services for $200 million or more, or any MDE for $14 million or more, before such LOA is
issued, a numbered certification must be subiiitted to the Congress indicating (a) the foreign
country or international organization to which the defense article or service is to be offered for sale,
(b) the dollar amount of the offer to sell and the number of defense articles to be offered, (c) a
description of the defense article or service to be offered, and (d) the US Armed Forces or other
agency of the US which is to make the offer to sell or, in the case of a sale of design and
construction services, the following must be shown: (a) the purchaser, (b) the US department or
agency responsible for implementing the sale, (c) an estimate of the dollar amount of the sale, and
(d) a general description of the real property facilities to be constructed pursuant to such sale. In
either type of submission, the certification must contain a description of any contribution, gift,
commission, or fee paid or offered or agreed to be paid in order to solicit, promote, or otherwise to
secure such LOA, including (a) the name of the person who made or will make such payment,
contribution, gift, commis sion, or fee; (b) the name of any sales agent or other person who is to
receive or has received such payment, contribution, gift, commission, or fee; (c) the date and
amount of such payment, contribution, gift, commission, or fee; (d) a description of the sale in
connection with which such payment, contribution, gift, commission, or fee was or will be paid;
and (e) the identification of any business information considered confidential by the person
submitting it which is included in the report. Such numbered certifications shall also contain an
item, classified if necessary, identifying the sensitivity of technology contained in the defense
articles, defense services, or design and construction services proposed to be sold, and a detailed
justification providing the reasons necessitating the sale of such defense articles or services in view
of the sensitivity of such technology. Each such numbered certification shall contain an item,
indicating whether any offset agreement is proposed to be entered into in connection with such
Letter of Offer to sell (if known on the date of certification submittal). The AECA, Section 36(b),
Paragraph (4) requires that each certification cite any quarterly report submitted under Section 28 of
the Act which listed a P&A estimate or a request for LOA, which was a basis for the proposed
sale. The FAA, Section 620C(d), requires a special certification for notifications of proposed sales
to either Greece or Turkey. The International Security and Development Cooperation Act of 1985,
Section 130(c), requires a special certification for notifications of proposed sales to Jordan
pertaining to US advanced aircraft, new air defense systems, or other new advanced military
weapons. These Jordan certifications, prepared by the State Department and signed by the
President, will be appended to Section 36(b)(1) notifications to the Congress involving such items.
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2. The AECA, Section 36(b)(1) states that the LOA shall not be issued to NATO,
any NATO member country, Japan, Australia, or New Zealand, if the Congress, within 15
calendar days after receiving such certification, or to any other country or organization, if the
Congress within 30 calendar days after receiving such certification, adopts a joint resolution stating
that it objects to the proposed sale, unless the President states in his certification that an emergency
exists which requires such sale in the national security interests of the US If the President states in
his certification that an emergency exists he shall set forth in the certification a detailed justification
for his determination, including a description of the emergency circumstances which necessitate the
immediate issuance of the LOA and a discussion of the national security interests involved.

3. In addition, the President shall, upon the request of the Committee on Foreign
Relations of the Senate or the Committee on Foreign Affairs of the House of Representatives,
transmit promptly to both such committees a statement setting forth:

a. A detailed description of the defense articles, defense services, or design
and construction services to be offered, including a brief description of the capabilities of any
defense article to be offered;

b. An estimate of the number of officers and employees of the United States
Government and of United States civilian contract personnel expected to be needed in such country
to carry out the proposed sale;

c. The name of each contractor expected to provide the defense articles,
defense services, or design and construction services proposed to be sold and a description from *
such contractor of any offset agreements proposed to be entered into in connection with such sales
(if known on the date of transmittal of such statement);

d. An evaluation, prepared by the Director of the Arms Control and
Disarmament Agency in consultation with the Secretary of State and the Secretary of Defense, of
the manner, if any, in which the proposed sale would:

(1) Contribute to an arms race;
(2) Increase the possibility of an outbreak or escalation of conflict;
(3) Prejudice the negotiation of any arms controls; or
(4) Adversely affect the arms control policy of the United States;

e. The reasons why the foreign country or international organization to which
the sale is proposed to be made needs the defense articles, defense services, or design and
construction services which are the subject of such sale and a description of how such country or
organization intends to use such defense articles and services, or design and construction services;

f. An analysis by the President of the impact of the proposed sale on the
military stocks and the military preparedness of the United States;

g. The reasons why the proposed sale is in the national interest of the U.S.;

h. An analysis by the President of the impact of the proposed sale on the
military capabilities of the foreign country or international organization to which such sale would
be made;

i. An analysis by the President of how the proposed sale would affect the
relative military strengths of countries in the region to which the defense articles, defense services,
or design and construction services which are the subject of such sale would be delivered and
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whether other countries in the region have ,comparable kinds and amounts of defense article-,,
defense services, or design and construction services;

j. An estimate of the levels of trained personnel and maintenance facilities of
the foreign country or international organization to which the sale would be made which are needed
and available to utilize effectively the defense articles, defense services, or design and construction
services proposed to be sold;

k. An analysis of the extent to which comparable kinds and amounts of
defense articles, defense services, or design and construction services are available from other
countries;

I. An analysis of the impact of the proposed sale on United States relations
with the countries in the region to which the defense articles, defense services, or design and
construction services which are the subject of such sale would be delivered;

m. A detailed description of any agreement proposed to be entered into by the
United States for the purchase or acquisition by the United States of defense articles, defense
services, or design and construction services or defense equipment, or other articles, services, or
equipment of the foreign country or international organization in connection with, or as
consideration for, such LOA, including an analysis of the impact of such proposed agreement upon
United States business concerns which might otherwise have provided such articles, services, or
equipment to the United States, an estimate of the costs to be incurred by the United States in
connection with such agreement compared with costs which would otherwise have been incurred,
an estimate of the economic impact and unemployment which would result from entering into such
proposed agreement, and an analysis of whether such costs and such domestic economic impact
justify entering into such proposed agreement;

n. The projected delivery dates of the defense articles, defense services, or
design and construction services to be offered;

o. A detailed description of weapons and levels of munitions that may be
required as support for the proposed sale; and

p. An analysis of the relationship of the proposed sale to projected
procurements of the same item.

B. Executive Requirements.

1. Preoaration and Submission of Notifications and Reports. Under
Executive Order 11958, the SECDEF is delegated the responsibility of implementing Section 36(b)
of the AECA in consultation with the Secretary of State. DSAA is responsible for preparing and
submitting Congressional notifications and reports under AECA, Sec 36(b). To minimize delays
in processing such notifications, consistent with the legislative and other requirements, the
procedures in this section are placed into effect.

2. Advance Section 36(b)(1) Notification. In order to provide Congress
with sufficient time to review the proposed sale about to be notified under Section 36(b)(1), DSAA
has agreed to provide Congress with advance notification of such offer at least 20 days prior to the
submission of the statutory notification. Offers to NATO, any NATO member country, Japan,
Australia, and New 7ealand are exempt from the advance notification agreement.
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(CLASSIFICATION)

Note: 1. Whenever a proposed sale involves no transfer of sensitive technology or
classified information, the word "None" will be entered under this heading. Whenever the transfer
of sensitive technology or classified information is involved, the words "See Attachment "
will be entered under the heading and the data specified in Table 703-6 will be attached to the
submission.

Note: 2. Attach the Military Justification (Table 703-4) and, if required, the Sensitivity of
Technology Data (Table 703-6A), justification for security classification of the case and LOA after
statutory notification.

TABLE 703-3. (Continued)
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TABLE 703-4
MILITARY JUSTIFICATION DATA

(CLASSIFICATION)

MILITARY JUSTIFICATION (U)

(*) .One-sentence paragraph identifying all defense articles and/or services proposed for sale and
the estimated total cost of the offer to be made to the prospective purchaser.

(*) One or two-sentence paragraph describing broadly the contribution which the sale will make
toward achieving the foreign policy and national security objectives of the United States.

(*) A short paragraph on foreign policy and military developments in the region affecting the
sale, whether comparable weapons exist in the region, and the effect of the sale on the regional
military balance.

(*) A short paragraph describing why the prospective purchaser needs the articles and how it
intends to use them. This paragraph is to address the ability of the prospective purchaser to absorb
tht articles and the effect of the sale on the prospective purchaser's military capabilities. If the sale
was due in part to the results of a US survey, this is to be brought out in this paragraph.

(*) Identification and location of the prime contractor or principal contractor, if not applicable,
provide rationale. Indicate whether any offset agreement is proposed to be entered into in •
connection with this sale.

(*) Estimate of the number of additional US Government personnel and US contractor
representatives required in the territory of the prospective purchaser to implement the proposed sale
and the number of months during which each category of personnel will be needed.

(*) Any impact on US defense readiness wb, -h would result from the proposed sale.

CLASSIFIED BY: (See DoD 5105.38-M, Chapter 7, Section 703.)

(CLASSIFICATION)

(*) Indicate required security classification paragraph markings per Chapter 7, Section 703.

NOTE: The above outline is a guide for preparing the typical justification. It need not be
followed rigidly when variations will produce a clearer presentation; however, each aspect listed is
to be considered and addressed.

TABLE 703-4. Military Justification Data.
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TABLE 703-6B

ENHANCEMENT OR UPGRADE OF SENSITIVITY OF TECHNOLOGY OF
ITEMS PLANNED TO BE DELIVERED, SECTION 36(b)(5)(A) REPORT

MEMORANDUM FOR (OR LETTER TO) THE COMPTROLLER, DSAA
(ATTENTION: FMSCD) (U)

SUBJECT: Enhancement or Upgrade of Sensitivity of Technology of Item(s)
Planned to be Delivered, Section 36(b)(5)(A) Report (U)

1. The following data are provided in accordance with Chapter 7, DoD 5105.38-M:

A. (*) Purchaser:
B. (*) DoD Component:
C. (*) Case Designator:
D. (*) Section 36(b)(1) Certification Number:

2. A. (*) Description of the manner in which the technology or capability has been
enhanced or upgraded, including the significance of such enhancement or upgrade from the level
previously described in the original Section 36(b)(1) Certification:

B. (*) Estimated net cost of enhancement or upgrade:

C. (*) Item(s) or service(s) to which change(s) apply (indicate whether MDE):

D. (*) Next planned delivery date of itern(s) or service(s):

E. (*) Detailed justification for the sale of such enhancement or upgrade:

Attachment Copy of original Section 36(b)(1) Notification.

CLASSIFIED BY: (See DoD 5105.38-M, Chapter 7, Section 703.)

(CLASSIFICATION)

(*) Indicate required security classification paragraph markings per Chapter 7, Section 703.

TABLE 703-6B. Enhancement or Upgrade of Sensitivity of Technology of te

Planned to be Delivered, Section 36(b)(5)(A) Report.
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TABLE 703-6C

STATUTORY NOTIFICATION DATA ON ENHANCEMENT OR UPGRADE
OF CAPABILITY OR SENSITIVITY OF TECHNOLOGY

(CLASSIFICATION)

MEMORANDUM FOR (OR LETTER TO) THE COMPTROLLER, DSAA (ATTN:
FMSCD) (U)

SUBJECT: Data for Statutory Section 36(b)(1) AECA Notification of Enhancement or
Upgrade of Capability or Sensitivity of Technology, Section 36(b)(5)(C) (U)

1. The following supporting data are provided in accordance with Chapter 7, DoD 5105.38-M,
regarding items or services that are proposed to be added to a previously notified sale.

A. (*) Prospective Purchaser:

B. (*) DoD Component and Case Designator(s):

C. (*) Original Congressional Notification number and previously notified dollar value:

D. (*) Estimated net cost of enhancement or upgrade of capability or sensitivity of
technology:

E. (*) Description and quantity of the items and/or services for which enhancement or
upgrade of capability or sensitivity of technology is proposed (which items are being enhanced?):
Include all major defense equipment, defense articles or services; or design and construction
services, segregating them by dollar values:

F. (*) Description of enhancement or upgrade of capability or sensitivity of technology
(what is being done to provide the enhancement or upgrade?):

G. (*) Expected security classification of the sale of the enhancement or upgrade in
capability or sensitivity of technology (if it is to be classified, cite rationale and attach justification):

H. (*) Sales commission, fee, etc., paid, offered, or agreed to be paid on the
enhancement or upgrade in capability or sensitivity of technology (if none, so state):

I. (*) Identification and location of the prime contractor or principal contractor of the
enhancement or upgrade in capability or sensitivity of technology (Also indicate whether any offset *
agreement is proposed to be entered into in connection with this sale.):

J. (*) Estimate of the number of additional US Government personnel and US
contractor representatives required in the area of the prospective purchaser to implement the
proposed enhancement or upgrade of capability or sensitivity of technology and the number of
months each category of personnel will be needed:

TABLE 703-6C. Statutory Notification Data on Enhancement or Upgrade of
Capability or Sensitivity of Technology.
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SECTION 801 - ACQUISITION FOR FMS

80101 DOD REGULATIONS AND PROCEDURES.

A. Compliance with DOD Regulations. In keeping with the DOD policy, acquisition
for FMS purchasers will be in accordance with U.S.DOD regulations and procedures. This affords
the foreign purchaser the same benefits and protection that apply to DOD procurement and is one of
the principal reasons why foreign governments and international organizations prefer to procure
through FMS channels.

B. Federal Acuisition Regulation. The DOD is authorized to enter into contracts for
the purpose of resale to foreign governments or international organizations. The FAR shall apply to
all purchases and contracts made by the DOD for acquisitions in support of FMS. Some of the most
pertinent sections of the FAR and the Defense FAR supplement relative to FMS are listed below:

FAR FAR SUPPLEMENT

1. Acquisition for FMS Subpart 225.73

2. Agents Fees and Commissions Subpart 3.4 225.7303-4

3. Options - FMS Subpart 217.2

4. Contract Type Risk - FMS 215.971-3(d)(3)(iv)

5. Costs of Doing Business with
a Foreign Government 225.7303-2

6. Selling Costs 31.205-38 225.7303-2(a)(2)(i)

7. Recovery of Nonrecurring
Costs Part 270

8. Other Than Full and 6.302-4 206.302-4
Open Competition--
International Agreement

9. Applicability of Acquisition 246.770-6
Warranties to FMS

C. Acquisition Notification of FMS Reguirements. In accordance with Section
225.7302 of the Defense FAR Supplement, when the acquisition for FMS is expected to involve a
contract in excess of $10,000 that is to be awarded noncompetitively (for example when the FMS
purchaser requests a specific sole source), prices, delivery data and other relevant information shall
be requested from the prospective source and the request shall indicate that the information is for the
purpose of a potential sale under FMS and shall identify the prospective FMS purchaser(s).

80102 FMS CUSTOMER REOUESTS FOR SPECIFIC SOURCE.

A. DOD Poli.•. DOD policy provides that procurements made for FMS will comply with
U.S. government acquisition regulations and procedures. When procurement is required to meet an
FMS requirement for defense articles and/or services, to the maximum extent possible, the
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competitive procurement process will be utilized. Authority for sole source procurement can be
considered when the purchasing country makes a specific written request and provides sufficient
rationale for obviting the benefits of the competitive process.

B. Sole Source Designation. As described in Defense FAR Supplement 225.7304, the
FMS purchaser may request that a defense article or defense service be obtained from a particular
source. In such cases, FAR 6.302-4 provides authority for the U.S. government to contract on a
sole source basis. The purchaser request should be contained in a letter of request for an LOA or an
amendment to an existing LOA. The request for sole source must also provide the basis and
justification for the sole source and may be for a prime and/or sub-contractor source. Sole source
procurement designations under accepted FMS LOAs will be submitted by the DOD component
security assistance director to the applicable contracting activity in order to exercise the FAR
authority.

1. Foreign Purchaser ReQuest. Foreign purchaser sole source requests may be
honored (See Defense FAR Supplement 225.7304) only when the sole source designation is based
upon the objective needs of the FMS purchaser as stated by the purchaser and DOD component
security assistance director approval is obtained. Accordingly, a letter requesting a specific item(s)
and/or service(s) from a specifically identified firm or other supplier must be addressed by an
authorized official of the purchasing government through the chief of the security assistance
organization (SAQ', in country, or by the Defense Attache or comparable official of the purchasing
government in the United States, to the DOD component security assistance director whose
component has procurement cognizance for the required item/service. If from an overseas activity
of the purchasing government, this written request should be submitted via the SAO in country.
The letter must provide the basis and justification for a sole source request. To the maximum extent
possible submission through the SAO is preferred. The request shall not be honored in any case of
patently arbitrary, capricious or discriminatory exclusion of other sources. The number or
frequency of sole source requests should be kept to the absolute minimum; however, there may be
situations where for programmatic reasons sole source procurement is necessary and justifiable.
Situations where sole source procurement may be justifiable could include, but are not limited to, the
following situations:

a. When one of the numerous suppliers can deliver faster and the situation is
urgent enough to forego the benefits of the competitive process.

b. When the procurement of a non-standard item which is out of the DOD buying
pattern has been approved because of a country request and a specific source has been identified by
the country; i.e., obsolete items no longer supportable by DOD. This could occur in countries with
predominantly MAP merger funded programs since MAP merger funds can be utilized only for
FMS programs; therefore, such a purchasing country may not have the capability of buying on a
direct basis.

c. When the country has an established history of procurement for articles or
services from a particular prime source and to change would adversely affect an ongoing program.
For example, this would include an ongoing maintenance program wherein a particular prime
contractor is providing technical assistance or other services under established agreements.

d. When the designated source has won the foreign purchaser's own source **
selection competition. A copy of the country's request for proposal, invitation for bid, or request
for tender, a description of the method used to advertise the requirement and any restrictions placed
thereon; and a narrative summary of the country's source selection criteria and method of evaluation
should be included with the single source request. If price is not the sole selection criteria, the
country must identify the weight that was given to each criterion.
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SECTION 802 - LOGISTICS

80201 GENERAL. The overall policy concerning logistics support is shown in Section
20202. This section provides guidance in logistics related areas not covered elsewhere in the
Manual.

A. Use of US Logistics System. Implementation of LOAs will be accomplished
within the existing organizational and procedural structure of the US military logistics, including
acquisition, system. Use of the DTS is an exception to this policy as discussed in this section.

B. Items to Reflect Favorably on US. Items provided under FMS will normally be
new or unused or, as a result of rehabilitation, possess original appearance insofar as possible and
have serviceability standards prescribed for issue to US forces. If the Purchaser desires
exclusively new equipment, this requirement will be stated in the LOA. If the Purchaser desires
"as is/where is" items, this will also be stated in the LOA.

C. Purchaser Service. Delivery performance directly reflects the degree to which the US
meets its FMS commitmentv and , herefore a key element of the supplier-customer relationship.
The importance of prompt a "effective service to the Purchaser must be continually emphasized to
assure overall success in tht ainment of FMS program objectives.

D. Discrenancl Renorting. Every effort must be made to provide the correct defense
article or service in the quantity and quality shown in the LOA. In order to take advantage of a
fresh audit trail, Purchasers should be reminded of the importance of reporting discrepancies as
soon as possible. RODS will be considered based on guidance in Sections 80206 and 1308.

E. Renair and Renlace Programs. The repair of FMS customer-owned articles
normally requires that the customer return a reparable article under an LOA established for that
purpose, and await the normal leadtime and pay the actual costs of repair. Under the FMR, pricing
and billing of repair and replace programs are authorized in conjunction with mature CLSSAs. For
items covered by CLSSAs, DoD components may establish repair and return programs which
utilize replace and repair procedures. Initial billing will be based on the estimated repair cost with
adjustment to the actual costs as soon as possible after repair.

F. ILCS. The International Logistics Communication System has been developed for the
improvement of logistics communications service to SA countries, freight forwarders, and
contractors. DLA's DAASO, Dayton, OH 45444-5320 manages ILCS under DLA General Order
2-83, dated 10 January 1983 and DoDD 4000.25. As a stand-alone system, or in tandem with
processes such as Supply Tracking and Reparable Return/Personal Computer based (STARR/PC),
ILCS provides a computer-to-computer telecommunications capability which allows a subscriber to
exchange logistics related information with the DoD logistics community and other ILCS
subscribers.

80202 SECONDARY ITEM SUPPORT. Normally, materiel is furnished only when DoD
plans to assure logistic support for the expected service life of the materiel. This includes follow-
on spares support. Based on CLSSA or SDAF [AECA Sec 51(a)(3)] capitalization, SA
requirements for all items managed by DLA will be satisfied on the same basis as US forces in
accordance with UMMIPS. Guidance below pertains only to non-DLA managed items.

A. CLSSAs. Where a mature CLSSA is in effect, SA requirements will be satisfied on the
same basis as US force requirements in accordance with the UMMIPS. For CLSSA non-
programmed requisitions, the ICP head may approve issue of stocks below the secondary item
reorder point when he determines there will not be an unacceptable impact on US forces. The
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impact on secondary items must be considered whenever a total package of significant equipment
and support items is provided.

B. n-LSL•As When a CLSSA has not been established, and the item is not a DLA
asset, the FMS Purchaser is not entitled to the same access to the US logistics system as US
forces. The ICP processing the requisition will generally issue on-hand assets only if they are
above the required item's reorder point level or PLT. Otherwise, the requisition will be placed on
backorder until expiration of the PLT, at which time the ICP will process the requisition in
accordance with the UMMIPS.

C. Exwtens. On an exception basis, ICPs may issue stocks below the reorder point to
fill non-CLSSA requirements if release will not adversely affect support to US forces. If it appears
that support to US forces will be adversely affected, ICPs will notify the requesting MILDEP in
writing. The notification will include information showing the stock status of the items involved.

D. Exception APneals. After elevating the issue to the headquarters level, the MILDEP
may appeal the ICP decision not to issue stocks below the reorder point. The appeal shall be in
writing to DSAA and shall include information regarding stock status and a justification of why the
materiel should be released below the reorder point to fill non-CLSSA requirements in light of the
possible impact on US forces. DSAA will prepare a written response in coordination with Office
of USD(A&T).

E. Mass Exceptions. It is intended that the practice of issuing stocks below the reorder
point to non-CLSSA customers be the exception and not the rule. It is further intended that a
careful review be made of each such instance in order that US forces' stocks are protected.
However, there are situations when numerous requisitions for an LOA must be processed
expeditiously. If the requesting MILDEP and the affected ICPs agree that a blanket waiver would
be the best way to be responsive to the requirement, a written request may be made by the
requesting MILDEP to DSAA for coordination with Office of USD(A&T). The request shall
explain why the process described in the preceding paragraphs is inadequate for responding to the
situation in question and for what period the blanket waiver should be in effect. Requisitions for,
secondary items to support peacekeeping requirements should be filled, in UMMIPS IPD
sequence, as if the requisitions originated with US forces; however, war reserve material will not
be issued without the specific approval of the commander of the applicable inventory control point.

80203 DIVERSIONS AND WITHDRAWALS OF MATERIEL.

A. Legis.lafin., The following policies implement AECA Sec 21(i), 10 USC. Secs 133b
and 975, and Senate Appropriations Committee Report 99-176 of 6 November 1985:

1. Presidentially directed or SecDef initiated materiel allocations shall be accorded
sufficient priority through diversion of assets from other programs to assure accomplishment of the
directed allocation within the time period specified.

2. High priority FMS requirements may be met by diverting from production or
withdrawing equipment from US forces, providing the operational readiness posture of these
forces is not significantly lowered and payback can be accomplished within a reasonable time.
Such initial determinations will be made by the IA. Diversion or withdrawal which would impact
US National Guard or Reserve forces must be coordinated with DSAA, which will in turn
coordinate the proposal with the OASD/RA, pursuant to DoD Directive 1225.6. If tanks are being
withdrawn, a determination will be included in the required Congressional notification that the
proposed sale will not increase the shortage of tanks in the US National Guard or Reserve during
the current five-year defense plan. Should tanks need to be withdrawn from the US National
Guard or Reserve, Congress shall be advised of the plan to replace the specific tanks.

802-2 Change No. 7, 5 January 1996



80205.B. DOD 5105.38-M

B. Initiation, MILSTRIP requisitions may be initiated under implemented LOAs either by
the Purchaser or by the IA. IA Requisition Control Offices (RCO) will also verify requisitions
prepared by countries and convert requisitions received in other than MILSTRIP format when
appropriate. Requisitions for nonstandard items or for services are normally processed in letter
format.

C. Contas. Service designated RCOs are:

1. A US Army Security Assistance Command, New Cumberland, PA 17070.

2. N&)Q. Navy International Logistics Control Office (NAVILCO), Philadelphia, PA
19111-5095.

3. Ar Foce. Air Force Materiel Command, Wright-Patterson AFB, Ohio 45433-
5000.

D. Priority, IPDs will be established under UMM4PS (DoDD 4410.6) based on FADs
established by JCS for each customer country and international organization and on UNDs,
assigned by the country or the RCO. Erroneous IPDs will be corrected by the reviewing activity.
Doubtful cases will be referred to the appropriate US, including SAO, or Purchaser representative
for clarification or correction.

E. JIM Delivery Commitment Date (DCD).

1. A DCD will be applied to LOAs that include a line for a principal item with no
corresponding RAD in the supply system. The DCD will be a three digit numeric code, the first
two representing the fiscal year and the third representing the quarter of the fiscal year when
shipment is to be made. The DCD, when applicable, should be placed in column (5) of the LOA.

2. A Modification to LOA for notice of slippages of more than 90 days is required on
DCD revisions but not on slippages of items controlled within the MILSTRIP RAD system. In the
event it is determined that such a slippage will occur, but a firm alternative delivery date cannot be
immediately established, a Modification will be provided to the Purchaser deleting the delivery
date, providing an explanation of the circumstances involved, and containing a statement that an
additional Modification will be provided as soon as a new delivery date has been established.

F. DMD The Delivery Forecast Date (DFD), provided by the IA with or within 120 days
after acceptance of the LOA, is the estimated date of delivery of the total quantity of the line item.
The DFD always occurs earlier than the DCD and is a true estimate of the forecast of deliveries
based on projected availability from procurement4 rebuild, or other source.

G. Status. An IA prepared MILSTRIP requisition status report will be made available to
the Purchaser on a quarterly basis. Reports will show requisitions open at the end of the report
period and requisitions shipped or cancelled during that period. Multiple line entries for the same
requisition will be reflected whenever a partial or split action is taken. The report will be prepared
at Country, LOA, and In-Country Service Designator level. Summary lines will be provided to
indicate the number of lines and dollar value by open requisitions, cancellations, and shipments.

80206 TRANSPORTATION **

A. General. DoD policy is that the Purchaser shall be responsible for transportation and
delivery of its materiel. For countries authorized routine use of DTS (see Table 600-1), DoD will
also arrange delivery, on a reimbursable basis, at the designated delivery point, allowing
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Purchasers to utilize their own resources (including their freight forwarder) for delivery to the in-
country destination.

1. Additional information may be found in the booklet "Foreign Purchaser Guide to
Freight Forwarder Selection" which is available to non-USG representatives for a small charge
from DISAM (see 10007). The booklet discusses management of the freight forwarder function,
and the MAPAD, DoD 4000.25-8-M.

2. Correct MAPAD addresses are essential to the correct routing of cargo and
documentation. Since the USG will not be responsible for rerouting shipments received by former
freight forwarders, the Purchaser should pre-plan freight forwarder changes, including contractual
arrangements with former freight forwarders to assure delivery of any shipments received after a
change has taken place. Also, the Purchaser may wish to consider establishing a MAPAD address
(Type Address Code 7) for payment of transportation charges.

3. Cargo acquired with US appropriated or guaranteed funds are subject, by I-gislation
or DoD policy, to cargo preference rules discussed in paragraphs C and D below. :go not
purchased with these funds will normally be moved utilizing US or non-US carriers as the
Purchaser desires and conditions permit.

4. See Chapter 5 for guidance regarding export or temporary import of defense articles,
shipment of classified items, export licenses, customs clearance, and transportation plan
development.

B. Ii..TIranfer•. The point of origin and of passage of title to the Purchaser is normally
the same. If an item is procured for shipment directly from a contractor, this point will normally be
FoB Origin at the contractor's loading facility. If items are supplied from DoD stocks, this point
will be the location at which the materiel is being offered for sale, such as the depot loading facility
or, for Parcel Post, the nearest post office facility. When circumstances dictate, designation of a
point of delivery other than the point of origin will be specified in the LOA. Except in
circumstances discussed below and stated in the LOA, retention of custody does not imply
retention of title. The provisions of this title transfer policy apply to shipments regardless of the
mode or type of transportation, documents utilized, delivery code, or method of funding. When
the LOA specifies that the USG will provide for movement of aircraft to the point of delivery, one
of two conditions prevails with regard to title:

1. Where ferrying is necessary and aircraft are not Purchaser-owned (title not passed),
the USG will accept title to the aircraft from the contractor, and title will remain with the USG until
arrival at the point of delivery.

2. Where Purchaser-owned aircraft are being ferried under terms of the LOA, the
Purchaser grants the USG possession of the aircraft. Under this condition, the title to the aircraft
remains with the Purchaser. The LOA will contain prescribed indemnification clauses.

In either of the above circumstances, the Purchaser assumes all risk of loss or damage since this is
a USG service being provided at no cost to the USG.

C. Car•o Preference (Ocean). Section 901(b) of the Merchant Marine Act of 1936, as
amended (46 USC 1241), requires at least 50 percent of the gross tonnage (computed separately
for dry bulk carriers, dry cargo liners, and tankers) of grant, credit, or guarantee-funded cargo be
transported on US flag privately owned vessels to the extent such vessels are available at fair and
reasonable rates (to be determined by the Maritime Administration, or MARAD, US Department of
Transportation). This is in addition to AECA Sec 42(c) requirements discussed in Section 90210.
FMF agreements require that items financed with these funds, which are transported by ocean
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vessel, shall be transported in privately owned vessels of US registry unless a general or security
waiver is granted by DSAA or a non-availability waiver is granted by MARAD.

1. The above cargo preference rules will be applied to FAA and loan or lease shipments
discussed in Sections 803 and 1102 and Chapters 9 and 12, with exceptions as follows:

a. Space available cargo under FAA Sec 518 is not subject to cargo preference
rules.

b. FAA Sec 516 and 519 language provides authority for transportation excluding
other provisions of law. In order to support the US merchant fleet, this cargo will be managed in
accordance with general cargo peference principles; however, when a general waiver is in effect as
discussed below, the balancing of US and non-US tonnage moved under Secs 516 and 519 will
exclude shipments where it was determined that US flag privately owned vessels were not-
available.

2. Unless indicated otherwise, weight ("gross tonnage") will be stated in pounds or in
metric tons (MT; or, 2,205 US pounds).

3. It is the Purchaser's responsibility to notify its freight forwarder of shipments made
under guidance discussed above, including any changes, and to ensure compliance with
agreements based on US cargo preference rules. In accordance with standard FMF terms, FMF
proceeds may not be used to pay ocean or air freight costs of carriage of defense items on vessels
or aircraft of non-US registry. For information on approved US land carriers, the Purchaser may
contact the MTMC Assistant Deputy Chief of Staff for Operations, Delivery Systems Office,
telephone (703) 756-1577.

4. Requests for a US flag vessel general, non-availability, or security waiver may be
considered when received at least 21 days before the shipping date. Countries with general
waivers will normally count shipments against their non-US tonnage when security dictates a non-
US vessel, superseding the need for security waivers for those recipients. Countries with general
waivers may count cargo weight shipped when US flag privately owned vessels are not available
or not available at reasonable rates against the general waiver, avoiding the need for individual non-
availability waivers. It is important to maintain a positive US flag balance during the general
waiver period. If non-availability or security waivers recognize requirements for specific use of
non-US vessels, which creates an imbalance in the general waiver, US vessels will be given
preference in cargo assignment during the waiver period until the balance is corrected.

a. General waivers. Consideration will be given to a general waiver
application, allowing up to 50 percent of dry cargo liner, 50 percent dry bulk carrier, and 50
percent tanker cargo to be carried on vessels flagged in the waiver recipient country, provided the
recipient country does not discriminate against US flag vessels. Any approval will normally cover
one full calendar year (I January-31 December). Processing will include verification of the
treatment accorded vessels of US registry. The waiver application should be submitted to Director,
DSAA, Attn: DSAA/OPS-MGT, 1111 Jefferson Davis Highway, Arlington, VA 22202-2800,
with a copy to MARAD at the address in b. below.

b. Non-availability waivers. Applications on the basis of non-availability of
vessels of US registry must document that the recipient nation has made a reasonable, timely, and
bona fide effort to arrange shipment on vessels of US registry and that such vessels are not
available. Applications on the basis of non-availability of vessels of US registry at reasonable rates
must document all applicable comparative rates. Waiver applications, submitted on a shipment-by-
shipment basis should include:
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(1) FMS LOA identifier if FMF (including lease) or FAA program name (e.g.,
Sec 516)

(2) Description of commodities to be shipped
(3) Port of loading and port of unloading
(4) Estimated shipping date
(5) Name of proposed vessel and flag of registiy
(6) Weight of shipment in pounds
(7) Estimated ocean feivght cost

Applications should be submitted to Administrator, Maritime Administration, Attn: Office of
Cargo Preference (MAR591), Washington, DC 20590-0001, with a copy to the DSAA address in
a. above.

c. Security waivers. A security waiver may be requested for a shipment or
series of shipments where sabotage may reasonably be expected, a state of emergency exists, or a
substantial unsafe condition must be avoided. Applications must provide specific requirements and
show how the waiver will meet the requirements. Processing will include requirements
verification. The waiver request should be forwarded to the DSAA address in a. above with a
copy to the MARAD address in paragraph b.

5. It is the responsibility of the recipient country to maintain a positive US flag weight
shipping posture for FMF plus lease plus FAA programs, by vessel type. As indicated above,
FAA Secs 516 and 519 balances will be determined based on those shipments where US flag
privately-owned vessels were actually available. In order to meet reporting responsibilities,
pertinent information must be forwarded to MARAD as early as possible, but not later than 90 days
after each applicable shipment. The following information must be reported by the shipping
activity (normally the IA for DTS or the customer freight forwarder for non-DTS shipments):

a. FMS LOA identifier if FMF (including lease); program name if FAA
b. Commodity Description
c. Port of loading and port of unloading
d. Recipient country
e. Date of loading
f. Type vessel (dry cargo, dry bulk, or tanker)
g. Name of vessel and flag of registry
h. Reference to any document granting a non-US flag vessel waiver for the shipment
i. Freight forwarder (not required for DTS)
j. Weight of shipment in pounds
k. Ocean freight cost

D. Cargo Preference (Air). The Fly America Act requires first preference for airlift of
DoD-sponsored grant, credit, or guarantee-funded cargo be given to US flag air carriers. Before a
shipper uses a foreign-flag carrier, a written explanation must be provided the IA showing why a
US carrier should not be used. Guidance in Section 90210 applies to these offshore procurements.

E. Insurance. Unless a Purchaser is self-insured, commercial insurance should be
obtained to provide coverage against damage or loss of property, injury to or death of persons, or
other risks incurred while the Purchaser's property is in the custody of the freight forwarder,
aboard any carrier, or transiting any port facility. This includes return shipment of materiel. It is
recommended that any commercial insurance be placed with US private firms to the extent
possible. Care should be taken to avoid gaps in, or duplication of, insurance carried by the freight
forwarder.
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F. Controlled Substances. The export of a controlled substance shall be in accordance
with the Controlled Substances Import and Export Act (21 USC 951) and the procedures
governing the exportation of controlled substances in 21 CFR Part 1312. Prior to each export, the
IA shall obtain the necessary import documents from the Purchaser as provided by 21 USC
953(a)(3) and (e)(1). The IA shall submit the import documents to the Administrator of the Drug
Enforcement Administration (DEA), Department of Justice, requesting the export permits be issued
for the particular controlled substance. Upon obtaining the export permit from the DEA, the IA is
responsible for furnishing the Defense Personnel Support Center the export permit number, the
expiration date of the export permit, and the port of exportation. This information will accompany
the requisition. The IA must also ensure the Purchaser is aware of the need to submit import
documentation for controlled substance requisitions.

G. Shipment Through DTS.

1. For purposes of this manual, DTS includes transportation services provided by
DoD, whether from internal resources (e.g., SAAM) or acquired for the Purchaser (e.g., GBL or
Transportation Control and Movement Document shipments). CCBL shipments are outside DTS.
Materiel movement must be documented under the Defense Traffic Management Regulation
(DTMR) and MILSTAMP, DoD 4500.32-R. LOA terms of delivery should show delivery onto
vessel or aircraft, CONUS PoE, DTC 8 or to the country by the most economical means (normally
overseas PoD, offloaded, DTC 9). Category I sensitive items (see DoD 5100.76-M) normally
require delivery to the overseas PoD. DTS is normally utilized for.

a. Classified items.

b. DBOF items (where shipment to the PoE or freight forwarder is part of the unit
cost regardless of the DTC assigned).

c. Firearms, explosives, lethal chemicals, and (as required) other sensitive materiel
within CONUS. Onward movement may be effected by Purchaser-controlled aircraft or surface
vessels. Additional guidance may be found in DoD 4500.32-R, DTMR, Title 49 CFR Part 170-
179 and 397, and DoD 5100.76-M.

(1) Items determined to be non-sensitive, such as Department of
Transportation (DoT) class 1.4 items (low grade explosives such as CAD/PAD), may be
transported to or through CONUS commercial gateways providing DoT Competent Approval
Authority (CAA) has been obtained and is accompanying the shipment.

(2) The IA may approve the transportation of up to 1,000 net weight pounds of
explosives to the PoD when the Purchaser is having difficulty arranging the transportation and
formally requests the DTS movement.

(3) The Government of Canada may ship these items inland to Canada, by

MTMC-approved carriers, by DTC 4 and CCBL.

d. Air cargo items which exceed commercial capability.

e. At other tin'es when requested by the Purchaser and approved by DSAA.
Justification showing why country-arranged transportation is not to be used must accompany the
request. Special requests are not applicable for DTS routine users shown in Table 600-1.

2. Even though consolidation (DoD 4000.25-1-M, Chapter 6) is an objective, single
line small parcel shipments by traceable US Postal Service (registered mail) or commercial small
parcel carriers are often necessary. Military Postal Service (MPS), through APO or FPO, or DoS
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diplomatic pouch services, will not normally be used for FMS shipments but exceptions to policy
are authorized for classified shipments when the Purchaser does not have approved facilities to
receive classified items in the US or where accomplishment of the program requires delivery in
country through the resident US SAO. Such exceptions will be kept to the minimum and the cost
of such shipments will be assessed to the Purchaser.

3. 10 USC 2631, 46 USC 1241, and other rules pertaining to DoD acquisition require
that SA cargo moving through DTS will normally be assigned, subject to availability at reasonable
rates, to (a) non-chartered US flag privately-owned vessels, (b) DoD chartered US flag privately-
owned vessels, (c) US flag USG-owned vessels, and (d) non-US flag vessels.

H. Offshore Source. When DTS is not used, the IA will endeavor to notify the Purchaser
of articles to be supplied from offshore sources as soon as possible after identification of source.
The notification will state that the article will be moved to the CONUS freight forwarder unless a
request is received to accept delivery at the offshore facility. The Purchaser request must be made
within 21 days of the IA's notice of the offshore source.

I. Packing and Marking. FMS materiel will normally be packaged as prescribed by
MIL-STD 2073 (preservation Level A, packed to not less than Level B, with special packing
available as an FMS service) and will be marked as prescribed by MIL-STD 129 with the
following minimum information:

1. FMS case identifier
2. TCN
3. Transportation priority
4. Project code, if applicable
5. Ship from address
6. Ship to address
7. Ultimate consignee/mtark for (MAPAD address code and clear text, if applicable)

J. Financial Guidance.

1. DTS Transportation Costs. Standard percentages (Vol 15, DoD 7000.14-R,
Table 705-1) are normally applied. Estimated actual transportation costs are authorized when
standard percentages would significantly understate transportation costs, such as LOA lines valued
greater than $10,000 for ammunition or other items requiring special treatment. When estimated
actual costs are used, a note will be included which identifies the amount, by line item, for each
DTS transportation element; e.g., CONUS inland, port loading, ocean transportation. The
Appendix F table is to be used for the listed high value items, for which standard percentages
would generate excessive transportation revenues. Transportation costs will normally be included
in LOAs as shown in Table 701-1; however, when a SAAM or other dedicated transportation is
used, a separate transportation service line will be included.

2. Non-DTS CCBLs. Where delivery is FoB origin, non-DBOF items will normally
be transported under CCBL and the Purchaser will be informed by the IA of responsibility for (1)
acceptance and payment of CCBL shipments, (2) providing appropriate insurance coverage, and
(3) in-transit accounting and settlement of claims against carriers. When shipment cannot be
effected by CCBL due to tariff restrictions, refusal of carriers to accept collect freight shipments, or
other reasons, the Purchaser freight forwarder may make prepaid arrangements (versus collect)
with the carrier. As an alternative, Purchaser may request pre-paid shipments in the LOA so the
US shipping activity uses prepaid transportation (e.g., DTC 5 on a GBL) to ship FMS cargo to
freight forwar or. Only when the LOA so authorizes may the shipping transportation office
guarantee - . of charges on CCBLs.
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K. Offer Release Code A. Y. and Z Shipments. See Table 701-1 for a description
of Offer/Release Codes. The Purchaser determines whether items will be automatically released to
the freight forwarder or if Notices of Availability (NoA) are required prior to release. NoAs for
classified items (see Section 501) must be sent to, and the response received from, the country
representative in the MAPAD rather than the freight forwarder. The normal Offer/Release Code for
all FMS transactions is A. Use of codes Y and Z for other than hazardous, classified, or sensitive
cargo and large shipment units (over 10,000 pounds, over 100 cubic feet, or over eight feet in any
dimension) must be approved by the IA. Storage or staging of items as a result of instructions in
response to an NoA, or for necessary actions when no shipping instructions are received, accrue
storage costs under each LOA. The Purchaser will be liable for the costs incurred.

L. Returns

1. Items returned to DoD for servicing are normally moved through the Purchasers'
freight forwarder. The freight forwarder will be responsible for clearance through US Customs
and for prepaid transshipment to the designated CONUS repair facility. The Purchaser should
assure these shipments are accompanied by appropriate shipping documents and a customs
declaration, and that the freight forwarder has the capability for receipt and transshipment After
repair, items will normally be shipped in accordance with normal delivery procedures.

2. When a DoD component solicits the return of a defense item from an FMS
Purchaser, use of DTS may be authorized if deemed appropriate and funded by the cognizant DoD
component. When a DoD component approves an FMS Purchaser request to return previously
purchased defense articles for credit, transportation normally should be arranged and funded by the
FMS Purchaser. Unsolicited returns of sensitive, hazardous, or classified items will normally be
moved within DTS, with reimbursement from the FMS customer, if deemed appropriate by the
DoD component. Countries authorized routine use of DTS do not require case-by-case approval.

M. Discharge of Materiel. LOAs will provide that transportation supervision
responsibilities shall pass within CONUS and that transportation support beyond CONUS will be
the responsibility of the Purchaser unless materiel is moving within DTS and one of the following
conditions exist:

1. A local US military representative supervises discharge at destination. This
includes, but is not limited to, making arrangements for reception of the cargo, assuring the
establishment by the Purchaser of adequate procedures for checking the equipment and materiel
against manifests and shipping documents, obtaining a transfer of custody signature receipt and
date from the FMS country representative, providing technical advice regarding proper discharge
of cargo, and initiating transportation discrepancy actions and documents prescribed in AR 55-
38/NAVSUPINST 4610.33C/AFR 75-18/MCO 4610.19D, DLAR 4500.15, Reporting of
Transportation Discrepancies in Shipments.

2. There are US military forces positioned or deployed in the area that is receiving FMS
materiel. Where these forces are supported by US Military Terminal Units or Support Activities,
arrangements may be initiated by a local US military representative who may designate these units
to act as US agent to accomplish the functions incident to the delivery of materiel to the recipient
country via the DTS.

N. Tracers. When the IA has furnished status showing item pickup by a carrier, but
materiel has not been received, the Purchaser is responsible for conducting tracer action. In the
case of prepaid DTC 5 shipments to a freight forwarder, DoD shipping activities will assist by
providing GBL or other data, or by contacting carriers when required.
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1. For all shipments processed through a freight forwarder, tracers should first be
directed to the freight forwarder and, if the item has been transshipped, it should be traced to the
addressee.

2. If it is believed that the item has not been received by the freight forwarder, a request
for shipping information should be sent to the activity from which shipment status was received.
That activity will provide a copy of the bill signed by the carrier and shipping information such as
TCN, bill of lading number, carrier, and date of shipment. Further follow-up should then be made
to the freight forwarder to ascertain if the item has, in fact, been received.

3. If the item is still missing, the Purchaser should assure the freight forwarder starts
tracer action with the carrier, obtains proof of delivery, or makes a claim against the carrier on
behalf of the Purchaser.

0. Transportation Discrenancies. RoDs reported to the IA on Standard Form 364
must be documented in accordance with IA processing procedures. Purchasers, including their
freight forwarders, must be ready to react to the following shipment discrepancies (also see Table
802-2 and Section 1308):

1. Materiel Discrepancies include shortages or overages due to incorrect quantity
counts, improper packing or marking, duplicate shipments, incorrect items, and damage prior to
release to the carrier by the origin shipper. Non-receipt of shipment units qualify only if no
evidence of shipment (constructive delivery) can be produced by the shipper. The IA, in
conjunction with the DoD or commercial supply source, retains responsibility for resolving these
problems and determining financial responsibility.

2. Transportation Discrepancies include complete or partial loss or damage caused by
the carrier (when properly annotated on the bill of lading) or freight forwarder. If the item is
shipped prepaid (e.g., on a GBL) or by CCBL to a freight forwarder, and damage or loss occurs,
the freight forwarder must file a claim with the carrier. Damage to an item shipped to the Purchaser
by a freight forwarder must be resolved by the Purchaser or the freight forwarder in a claim action
with the carrier. Damage or loss of an item while in the custody of the freight forwarder must be
resolved between the Purchaser and the freight forwarder. Such discrepancies will not be subject
to reporting to the USG. The USG retains responsibility for processing and filing claims with
carriers for shipments made on GBLs to DoD activities. Benefits of such claims will be
reimbursable to the Purchaser. Damage or loss to items under the control of USG personnel, such
as in DoD facilities or aircraft, is not reimbursable by the USG (see section 80206.E).

P. Documentation. In resolving transportation discrepancies, the USG will provide
evidence of shipment. Any movement document or receipt, signed by a carrier representative,
which shows that the US has shipped or released materiel to a carrier for shipment to the country's
designated representative, constitutes evidence of shipment. Such documents generally show the
quantity, NSN, mode of shipment, date, TCN, notice of availability number/bill of lading/parcel
post insured or registered number, addressee, vessel/voyage or flight number (to the extent
possible), and name of the shipper and carrier. This information is essential for adjudication of
RoDs. If the freight forwarder has not received the consignee copy of the bill of lading, and proof
of delivery to a carrier is requested, a duplicate of the appropriate documents establishing evidence
of shipment will be provided to the customer representative.
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Data moved to Table 600-1.

TABLE 802-1. Countries Authorized To Use The Defense

Transportation System for All FMS Shipments
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TABLE 802-2

FINANCING REPORTS OF DISCREPANCY
WHEN THE US GOVERNMENT IS LIABLE

A. GUIDELINFS ON THE SOURCE OFF ING FOR PAYMENT OF DL AIMS

1. Information. The following are guidelines regarding the source of funding for payment
of valid claims related to FMS shipments when the USG is found liable. (Also see section
130802.)

Nature of FMS Admin- US Government
Discrepancy istrative Funds Appropriation

1. Defective or Defi-
cient Materiel (item
deficiency)

a. From Procurement** Not applicable, except Not applicable
in cases where US
action or inaction
causes inability of the
FMS customer to obtain
satisfaction from the
contractor.

b. From Stock Transportation of mater- Applicable USG
iel for rework or dispo- appropriation or
sal, or, if more cost fund is responsible for
effective, travel and (I) replacement without
per diem costs of rework additional charge, (2)
team. refund to the customer

account, or (3) repair
The cost of testing or rework of defective
defective items when it items issued to FMS
is necessary in order customers (except as
to service the FMS indicated under "FMS
customer. Administrative Funds"

heading).

2. Damaged Materiel*

a. From Procurement** Not applicable, except Not applicable
in cases where US
action or inaction
causes inability of
the FMS customer to
obtain satisfaction
from the contractor.

TABLE 802-2. Financing Reports of Discrepancy when USG is Liable.
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b. From Stock Transportation of mater- Applicable USG
iel for rework or dispo- appropriation or fund is
sal, or, if more cost responsible for (1) re-
effective, travel and placement without addi-
per diem costs of rework tional charge, (2) re-
team. fund to the customer

account, or (3) repair
The cost of testing or rework of defective
damaged materiel when it items issued to FMS
is determined to be customers (except as
necessary in order indicated under "EMS
to service the FMS Administrative Funds"
customer. heading).

3. Materiel Not
Received*
(nondelivery,
shortage)

a. From Procurement*" Not applicable, except Not applicable
in cases where US
action or inaction
causes inability of the
FMS customer to obtain
satisfaction from the
contractor.

b. From Stock Not applicable, except If an item arrived short
in cases where US or is not delivered
action or inaction (e.g., short unit pack,
causes inability of the misdirected shipment)
FMS customer to obtain and the carrier is absolved of
satisfaction from the liability, (i.e., when the
carrier, and the shipping shipping activity is unable
activity produces receiving to produce receiving
reports/proof of delivery to reports/proof of delivery)
the carrier. (DoD policy re- then the shortage or mis-
quires that receiving reports/ direction is determined to have
proof of shipment be obtained occurred at the point of origin
whenever materiel is released and will be absorbed by the
to a common carrier, including applicable US appropriation.
the US Post Office). When In those instances, a
materiel is delivered through credit may be given to the
DTS, the MAAG or its desig- FMS customer's account and
nated representative is required charged to the USG
to obtain receipt for the appropriation which was
FMS/MAP materiel. These initially credited as a result of
procedures make it possible such transaction. Misdirected
to identify responsibility shipments not returned
for any loss of materiel to stock will be absorbed
in transport. FMS as an inventory

TABLE 802-2. Financing Reports of Discrepancy when USG is Liable.
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administrative funds may be loss against the applicable
used only when it is specifi- USG materiel account. If
cally substantiated that the USG-owned GFE, which
USG failed to meet its respon- is to be incorporated into an
sibility relative to the shipment end-item, is lost or damaged
of the materiel except as indi- during shipment to the
cated under "US Govern- contractor (i.e., prior to
ment Appropriation/Funds," incorporation into the end-
heading. item) then the customer's

funds will be used to absorb
the applicable cost. Recog-
nition should be given to the
possibility that a "lost" GFE
shipment may be lost only
on the accounting records
but still physically in the
USG's possession. In
instancesd where this is
probable, no charge should
be made to the Purchaser for"lost" GFE.

4. Overage*

a. From Procurement** Not applicable unless Not applicable
the USG is responsible
for the overage.

b. From Stock Costs to transport ex- If billed and customer does
cess items back to stock not want the items, amounts
or to disposal. If for excess items to the FMS
claimed by the customer, charged will be refunded
costs to transport ex- to customer account and the
cess items issued to the appropriate USG appro-
country. Note: Out-of- priation fund will be charged.
pocket costs of packing, Overage items not re-
crating and handling, turned to stock will be
(PCH), if claimed, will absorbed agains the applicable
be paid from PCH funds. USG materiel property

account as an inventory loss.

5. Improper Identifica-
tion (incorrect item,
i.e., nonsubstitut-
able item)

a. From Procurement** Not applicable unless Not applicable
the USG is responsible
for the problem.

TABLE 802-2. Financing Reports of Discrepancy when USG is Liable.
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b. From Stock When the incorrect item Applicable USG
is not returned, the appropriation/fund
cost of issuing the is responsible for issue
correct item or pro- of correct items without
viding a customer re- additional charge to the
fund will be absorbed by FMS customer. If the
by the FMS Administra- correct item is not
tive Fund. On the other available for issue,
hand if the incorrect the refund to the
item is returned, then customer account will
the appropriate adjust- be charged against the
ments within the USG appropriate USG
accounts should be appropriationlfund
effected and only the which was initially credited
next additive costs as a result of such transaction.
should be absorbed Incorrect items issued
by the FMS Adminis- and not returned to
trative Fund. Note: stock will be absorbed
Out-of-pocket costs of against the applicable
PCH, if claimed, will USG materiel property
be paid from PCH funds. account as an inventory

loss.

6. Improper Documen-
tation

a. From Procurement** Not applicable unless Not applicable
the USG is responsible
for improper documentation.

b. From Stock When the incorrect item Applicable USG
is not returned, the appropriation/fund
cost of issuing the is responsible for issue
correct item or pro- of properly documented
viding a customer refund items without addi-
will be absorbed by the tional charge to the
FMS Administrative Fund. FMS customer. If the
On the other hand, if properly documented
the incorrect item is item is not available
returned, then the for issue, the refund
appropriate adjustments to the customer account
within the USG will be charged against
accounts should be he appropriate USG
effected and only the appropriation/fund
net additive costs which was initially credited as
should be absorbed by a result of such transacation.
the FMS administrative Imroery documented items

TABLE 802-2. Financing Reports of Discrepancy when USG is Liable.
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fund. Note: Out-of- which are not returned to
pmcket costs of PCH, stock will be absorbed against
if claimed, will be the applicable USG material
paid from PCH funds, property account as an

inventory loss.

7. Duplicate or Erroneous Billing

a. From Procurement** Not applicable Erroneous or duplicate
charges will be corrected,
i.e., refund (where appro-
priate) or adjust ment to
customer account. Adjust-
ments will be charged
against the appropriate
USG appropriation.
fund or the customer
account when appropriate.

b. From Stock Not applicable Erroneous/duplicate charges
will be corrected, i.e., refund
(where appropriate) or adjust-
ment to customer account.
Adjustments willl be charged
against the appropriate USG
appropation/fund or the
customer account whenappropriate.

8. Loss of Customer When the item is no longer If the item is currently
Item in Inventory maintained in the USG maintained in USG
(provided for fabrication, inventory, the USG inventory and the loss is
assembly or rework cannot benefit from bookkeeping or inventory

retaining the item control loss, the item is
In this instance the FMS still physically available and
Administrative Fund is the should be replaced from US
appropriate source for assets or appropriate credit
customer reimbursement. provided from USG funds

* Claims of $100 or less will not be reported for.
1. Overages
2. Shortages (includes nonreceipt)
3. Damages

** Procurement includes both "fast pay" and other procurement contracts.

TABLE 802.2. Financing Reports of Discrepancy when USG is Liable
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2. Survey messages for SME, including MDE, will be forwarded to DSAA/OPS for
coordination and approval before release. EDA survey messages for other than SME may be
dispatched without DSAA coordination. Surveys will normally include item(s) description,
quantity, condition, rough order of magnitude cost/value of end items, costs and leadtimes for
support items, and other information as appropriate.

3. SAOs should be directed to info the cognizant CINC on their response. Their
responses should include an assessment of proposed recipient's capabilities to fund follow-on
operational, maintenance, and training requirements.

4. Responses from CINCs will prioritize and, if appropriate, endorse requirements
submitted by SAOs in their AOR.

D. Almiomn. DoD and DoS have established an EDA Coordinating Committee to review
projected excess and allocate assets to potential recipients. In no instance should MILDEPs
commit EDA to SA recipients if the EDA Coordinating Committee has not reviewed and approved
the proposed allocation. The Committee will normally consider the following in its review:

1. Matches of country requirements with items available.

2. Ability of the country to effectively utilize the items.

3. Item location and transportation requirements.

4. Regional balancing as dictated in legislation or to achieve maximum benefit for the
United States.

5. Potential competition with comparable new production items.

E. Congressional Data. Congressional notifications cannot be submitted until items
have been screened and declared excess. lAs will provide DSAA/OPS, within ten days of a
request for an LOA for EDA, the following data for items that are to be transferred: Item
description, quantity, current value of the items, acquisition value of the items, and a brief
justification for the transfer. For blanket order LOAs, the description of items to be supported and
the value of the LOA should be reported.

F. Offer Termination. The situation may arise where an item is determi,",d to be excess
and is offered to a country but conditions change to the extent that it is forecast that US forces may
require the article. Except where a clear present need exists that will substantially support US
interests, reversal of the excess determination should occur only at a time when our commitment
will not be abrogated, such as after one country has indicated no interest. The offerer should
request to DSAA that the item not undergo subsequent offers pending a determination of EDA/non-
EDA status. DSAA should be informed in all cases where items previously offered are no longer
available.

80304 LOA PROCEDURES.

A. LOAs for EDA. Separate LOAs should be initiated for the sale of EDA. Source of
Supply Code E should appear in column (5) of the LOA and these LOAs should include "EXCESS
DEFENSE ARTICLES. Acquisition Value is $ .", underlined, as the last words in
the item description field for items which are excess. DSAA/OPS will use this information to track
these Offers.
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B. 517 LOAs. When LOAs are written to provide PC&H, transportation, or other costs
for EDA items being transferred under FAA Sec 517, the LOA should contain the following special
note:

The excess defense articles to which this Offer and Acceptance relates shall be used
by the Purchaser primarily in support of antinarcotics activities as required by
Section 517(C) of the Foreign Assistance Act of 1961 as amended.

C. List Items on Sunport LOAs. FMS LOAs for PC&H and transportation for FAA
Sec 516, 517, 518, and 519 transfers should list nomenclatures, NSNs, and quantities of end
items being transferred. BO LOAs should identify end item application.

D. Transportation. See Sec 80206. **
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SECTION 804 - AMENDMENTS AND MODIFICATIONS

80401 GENERAL. Section 701 should also be reviewed since many of the rules applicable to
the LOA also apply to Amendments and Modifications.

A. Use of LOAs. Amendments. or Modifications. In general, LOA Modifications
are faster and simpler to develop and process than Amendments which are faster and simpler than
new LOAs. Conversely, use of Amendments or Modifications makes long term accounting more
difficult, makes program reconciliation more cumbersome, and delays LOA closeout. FMS
programs are best served through use of the format which best safeguards US and non-US
interests while most efficiently accomplishing the needed program change within the constraints of
Paragraphs 80402 and 80403. This must include both short and long term considerations. If there
is doubt as to whether to use the LOA, Amendment, or Modification, the issue should be referred
to DSAA Operations for resolution.

B. Major Changes in Scone. Major increases in scope normally require the preparation
of a new LOA. Examples include addition of SME, including MDE, or a substantial expansion
after the program has matured.

C. $50.000 Break Point. The DSAA data base will record Amendments reflecting net
increases of more than $50,000 in the fiscal year the Amendment is accepted. Amendments which
reflect net increases of $50,000 or less will be recorded in the year of the basic LOA.

D. Pen and Ink Changes. See section 70105.M.2.

80402 AMENDMENTS TO LOAs.

A. General.

1. Revision to an LOA which requires Purchaser acceptance must be by an Amendment
(see Table 804-1). This includes all changes in scope other than concurrent modifications. Care
must be taken to ensure that decresed costs in one LOA section do not mask scope increases.

2. Initial deposits will be included (see Paragraph 130401) when the existing LOA
payment schedule does not include sufficient amounts to cover costs from the expiration date of the
Amendment until the next billing cycle.

3. For undercollected LOAs, unless prior approval is obtained from DSAA, IAs will
inform the purchaser that the Amendment cannot be implemented until sufficient payments have
been received to cover current financial requirements, including termination liability.

B. DSAA Countersignature Reouired. DSAA countersignature on the Amendment is
required for the following:

1. Except as indicated in C. below, the LOA has been the subject of a Congressional
notification [Sec 36(b), AECA] or qualifies for notification based on the amendment (also see
section 7010A.G).

2. The LOA value is increased.

3. Amendments to LOAs which involve FMS credit, MAP, SDAF, or third country
financing, including those that change the payment schedule or method of financing. All
types/sources and amounts of financing should be shown.
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4. Amendment is outside parameters in C. below.

C. DSAA Countersignature Not Required. Copies of Amendments which are
exempt from countersignature as indicated below will be provided to SAAC by the IA at the time of
release to the FMS Purchaser. As an exception to B. above, Amendments where the LOA has
been the subject of Congressional notification [Sec 36(b) AECA] are exempt from countersignature
in the case of items l.a., 3., and 4.

1. Any of the following, provided the change does not extend delivery of defense
articles or completion of services more than 12 months beyond that in the basic LOA-

a. Changes in performance periods of services LOAs, such as training or technical
assistance, and changes in requirements for training LOAs.

b. Addition of supporting articles (non-SME) or services, or definitization of

undefined support lines.

c. Minor increases in quantity of a defined line LOA for non-SME items.

2. Changes in article or service configuration which do not substantially increase
capability.

3. A change in transportation delivery code(s) which does not cause an overall value
increase.

4. Changes to FMSO LOAs which do not change LOA values or the range of items to
be ordered.

5. Changes to LOAs which qualify for processing under ACAS (see 70103.H.). Show **
"SAMM 80402.C.5." and date of DoS approval or later in the "DSAA" and "Date" spaces
respectively.

80403 MODIFICATION OF LOAs.

A. G .

1. Modifications (see Table 804-1) are used for US unilateral changes. They record
modifications to existing LOAs which do not constitute an increase or decrease in scope when
acceptance of the change by the Purchaser is not required.

2. Acknowledgement of receipt of the Modification, while not required for
implementation, confirms that the Modification has been received by an authorized Purchaser
official.

3. Costs charged under a LOA should not exceed the funds available on that LOA, and
FMS countries do not normally want funds to sit in their FMS accounts unnecessarily. Balancing
these factors is a key program management responsibility (Section 704) which requires analyses
and monitorship to ensure funding is adequate to avoid program disruption.

a. If monitorship shows that early costs incurred on the implemented LOA are
deviating from those estimated to the degree that later deviations are unlikely to bring overall costs
into balance, or OA above LOA value will be required at some point in the program, a Modification
should be processed.

804-2 Change No. 7, 5 January 1996



80403.A.3.b. DOD 5105.38-M

b. As a minimum, the US is committed to apply best efforts to provide the
Purchaser a Modification when one of the following conditions exist:

(1) Estimated total costs increase by ten percent,

(2) The payment schedule changes, or

(3) Significant delivery delays occur.

A Modification should also be provided for even relatively minor cost adjustments when all items
are on order and prices are reasonably firm.

c. Price increase Modifications will be provided by the IA before the actual
accrued costs exceed those estimated on the LOA.

4. Price increases or decreases discovered during LOA closure will be assessed during
final billing if a closure certificate can be provided to SAAC within six months of the supply
completion date. When closure certification will take longer than six months from the supply
completion date, a Modification adjusting the LOA value is required.

B. Modifications Requiring DSAA Countersignature. The following
Modifications require DSAA coordination and countersignature:

1. Except as indicated in C. below, Modifications to LOAs which have been the subject
of Congressional [Section 36(b), AECA] notifications (see Section 70303A.4).

2. Modifications to LOAs with FMS credit, MAP, SDAF, or third country financing,
including those that change the payment schedule or method of financing. This includes
Modifications that change the method of financing after purchaser signature on the LOA or
Amendment, but prior to implementation. All types/sources and amounts of financing should be
shown.

3. Shifts of value between two or more LOAs by concurrent Modifications. The
following conditions must be met--

a. The FMS country official who requests the shift in value has the authority to

accept LOAs and the LOR must accompany the Modification package.

b. Must not include a significant scope change (e.g., added SME).

c. Total amount(s) increased are no more than the total amount(s) decreased. If
addition(s) to the LOA(s) being increased will generate a requirement for an initial deposit, an
Amendment must be used.

d. LOA(s) decreased have adequate funds available to cover remaining obligations.

e. All Modifications are provided to DSAA as a package for countersignature and
cross-reference each other in the "This Modification is For:" section as follows: (On decreased
LOA) "Value of $._. is hereby transferred to FMS - - (reference notice _ )" and (on
increased LOA) "Value of $_ is hereby transferred from FMS -_- (reference notice __ )."

C. Modifications Not Reouiring DSAA Countersignature. Copies of the
Modifications which are exempt from countersignature will be provided to SAAC by the IA at the
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time of release to the FMS Purchaser. As an exception to B. above, Modifications where the LOA
has been the subject of Congressional notification [Sec 36(b) AECA] are exempt from
countersignature in.the case of items 3., 5., and 6.

1. Price increases not otherwise requiring countersignature as discussed in B above.

2. Price decreases resulting from price reductimL

3. Changes to transportation codes due to the requirement to use me DTS (e.g.,
shipment of hazardous or sensitive cargo).

4. Addition to or revision of clarifying notes.

5. Changes in payment schedules where MAP, FMF Credit, SDAF, or third country
financing are not involved.

6. Changes in Generic or MASL coding to correct an administave emr only. There
should be no change to the configuration (or description) of articles or services to be sold.

7. Changes to LOAs which qualify for processing under ACAS (see 70103H). Show **
"SAMM 80403.C.7." and date of DoS approval or later in the "DSAA" and "Date" spaces
respectively.
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TABLE 804-1

Preparing the Amendment or Modification
to the Letter of Offer and Acceptance

Information in this Table is designed to assist in completing an LOA Amendment or Modification
after the decision is made, based on guidance in section 804, that one or the other is applicable.
Guidance in section 701 for the basic LOA should also be helpful in completing these LOA
changes. A sample completed LOA Amendment and Modification is included in this Table, with
additions to the standardized format bracketed for emphasis. Information in the basic LOA should
be repeated only to the extent necessary to ensure clarity for those reviewing the Amendment or
Modification documents; e.g., to correlate the current Amendment or Modification to the basic
LOA and previous changes and to accurately describe the revision(s). The following guidance also
applies:

A. The "This Amendment (or Modification) is for:" section must include "Basic LOA was
accepted (date)" and a concise and clear purpose of the Amendment or Modification, using the
following guidelines.

1. Identify the major program involved (e.g., "change to Apache program").

2. This section provides an overview of the Amendment or Modification. Actual
changes are shown in detail subsequent to page 1.

3. Enter references to specific parts of the basic LOA, Amendments, or Modifications;
e.g., Basic LOA, Item 1, Atchmt 2; Amendment 2, Item 3. Show if the action is an addition,
modification, or deletion, increase, or decrease. This must show whether value increases (line or
total LOA) are due to scope or price changes.

4. If a previous Amendment offer has expired, note that Amendment (number) was not
accepted and state that data prior to the Amendment is being used herein. The unaccepted
Amendment number should not be reused.

5. Include the DSAA transmittal used in the statutory Congressional notification (e.g.,
Congressional Notification 92-15) when applicable.

B. The Amendment expiration date is normally 85 days after the US Signature Date.

C. Amendments or Modifications determined to not require DSAA Countersignature should
show one of the following on the "DSAA" line--

1. Amendments. "SAMM 80402.C applies"

2. Modifications. "SAMM 80403.C applies"

The DSAA countersignature line "Date" should reflect the date the no-countersignature
determination was made by the IA or, for ACAS Amendments/Modifications, the date of DoS •
approval or later.

Table 804-1, Preparing the Amendment or Modification. Page I of [8] pages.
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D. Normal LOA, Amendment, and Modification distribution (original and two copies, three
copies with credit LOAs) will be adjusted as discussed in this section when countersignature is not
required.

E. To avoid misunderstandings, especially with customers, use caution in discussing
changes in cost or increases in scope prior to Amendment acceptance. When in doubt, obtain
approval for these discussions from DSAA OPS,

Table 804-1, Preparing the Amendment or Modification. Page 2 of [81 pages.
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CHAPTER 9

FMS DIRECT CREDIT AND GUARANTEED LOAN FINANCING

SECTION 900 - GENERAL

90001 PURPOSE. This Chapter presents the FMS direct credit and guaranteed loan
financing management policies and procedures. It describes the types of loans currently issued to
foreign governments to finance such sales, the standards and criteria applicable thereto, and the
procedures for implementing the FMS credit program. This chapter does not cover the use of
Grant Aid (MAP) funding such as authorized by the FAA,Section 503(a)(3) (use of MAP funds to
finance FMS) and the FAA, Section 506(a) (special authority), subjects which are covered in
Chapter 11. Transportation guidance may be found in Section 80206.

90002 INTRODUCTION. FMS direct credit and guaranteed loan financing has continued
to grow in scope and direction. Concurrently,the management of such financing has become
correspondingly complex. There are a number of stipulations, limits, actions, and responsibilities
involved in various aspects of this management that reflect variations in international relations and
US foreign policy. This chapter examines those aspects and their legislated guidelines.

90003 ARMS EXPORT CONTROL ACT AUTHORIZATION. The AECA, as
amended, provides authority for FMS direct credit and guaranteed loan financing as follows:

A. CredtiS..als. Section 23 of the AECA authorizes the President to finance
procurements of defense articles, defense services, and design and construction services by
friendly foreign countries and international organizations. Loans financed under the authority of
Section 23 are commonly called direct loans. Historically, this type of loan financing has been
used to assist those FMS countries in the process of economic development. Direct loans require
that funds be appropriated by the Congress in an amount equal to the principal loan values. Direct
loans are currently used as the vehicle for implementing "repayment waived" loans as authorized
by the Congress.

B. Q•uarant.le. Section 24 of the AECA authorizes the President to guarantee any
individual, corporation, partnership, or other juridical entity doing business in the US [excluding
USG agencies other than the Federal Financing Bank) against political and credit risks of
nonpayment arising out of their financing of credit sales of defense articles, defense services, and
design and construction services to friendly countries and international organizations. Loans
financed under authority of Section 24 are commonly called guaranteed loans. Fees are charged
for the guaranties and all guaranties are backed by the full faith and credit of the United States.
Section 25(a)(7) of the AECA prescribes that the President must advise the Congress of the total
amount of funds in the Guaranty Reserve at the end of each fiscal year. Additionally, the President
must provide an assessment of the adequacy of guaranty reserve funds to make payment of claims
under guaranties issued in view of the current debt servicing capacity of borrowing countries.
Guaranteed loan financing constitutes the major portion of the current FMS credit program. Since
1975 all guaranteed loans have been issued to eligible borrowing countries by the Federal
Financing Bank, an instrumentality of the Department of the Treasury. Such loans are guaranteed
by the DSAA against all political and credit risks of nonpayment.
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90004 ADDITIONAL PROVISIONS OF THE ACT. In addition to Sections 23 and
24, the AECA addresses the purposes of FMS and the use of credits and guaranties in numerous
other sections of the AECA as follows:

A. Purposes for which Military Sales by the US are Authorized. According to
Section 4 of the AECA, defense articles and services may be sold to friendly countries as follows:
(1) for internal security, (2) for legitimate self-defense, (3) to permit the recipient country to
participate in regional or collective arrangements consistent with the Charter of the United Nations
or as requested by the United Nations to maintain or restore international peace and security, and
(4) for the purposes of enabling foreign military forces in less developed friendly countries to
construct public works and to engage in other activities helpful to economic and social
development.

B. Violaflons. Section 3(c)(1)(A) of the AECA requires that no credits (including
participation in credits) may be issued and no guaranties may be.extended for any foreign country
if such country uses the defense articles or.services in substantial violation of an agreement under
Section 4 of the AECA (as noted in paragraph A. above), transfers the articles or services
without.the consent of the President, or fails to maintain the security of the articles or services.
Also, according to Sec. 3(f) of the AECA and Sec. 620A of.the FAA, the President shall terminate
all sales, credits, and guaranties to.any government which aids or abets, by granting sanctuary
from prosecution to any individual or group which has committed an act of international terrorism
unless the President finds that national security requires otherwise.

C. Prohibitions Against Discrimination. Section 5 of the AECA concerns
prohibition against discrimination. No sales should be made and no credits (including participation
in credits) or guaranties extended to or for any foreign country which through its laws, regulations,
official policies, or governmental practices prevents any US person from participating in the
furnishing of defense articles or services on the basis of race, religion, national origin, or sex.

D. Foreign Intimidation and Harassment of Individuals in the US Section 6
of the AECA concerns foreign intimidation and harassment of individuals in the US No credits or
guaranties may be extended to any country determined by the President to be engaged in a
consistent pattern of acts of intimidation or harassment directed against individuals in the US

E. Prohibitions Against Certain Military Exnort Financing by ExDort-
ImpLortank. Section 32 of the AECA specifically prohibits Export-Import Bank financing of
defense articles or services to economically less developed countries.

F. Authorization and Aggregate Ceiling on Foreign Military Sales Credits.
Section 31 of the AECA establishes the authorization and aggregate ceiling on FMS credits. For
example, Section 31 normally indicates the maximum total amount of direct credits (Section 23)
and the total principal amount of guaranteed loans (Section 24) authorized to be issued. This
section also indicates the minimum amounts of credits/loans to be extended to selected countries
and applicable extended repayment terms.

G. Foreign Military Sales Credit Standards. Section 34 of the AECA prescribes
that the President shall establish standards and criteria for credit and guaranty transactions in
accordance with the foreign, national security and financial policies of the US Executive Order
11958 delegates this authority to the Secretary of State with the qualification that to the extent the
standards and criteria for credit and guaranty transactions are based upon national security and
financial policies, the Secretary of State shall obtain the prior concurrence of the Secretary of
Defense and the Secretary of Treasury, respectively.
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in the Standardized Training Listing (STL). (If sanctions are lifted, these students will be
considered for late admittance or admittance to the next available course of study or training
program.)

g. IMET funded MTTs and LTDs may not be dispatched or extended beyond
their scheduled termination date.

h. IMET funded training aids may not be issued from supply nor placed on
contract by the supplying agency.

i. The foregoing sanctions remain in effect until payment is received or a
bilateral debt rescheduling agreement is signed by both the country and the USG. All concerned
will be advised by DSAA of a change in status of sanctions.

2. Cash FMS purchases are not subject to these restrictions. Cash payments from
national funds may be used to sustain existing FMS cases or fund new cases when available credit
or MAP funds cannot be committed. However, in most instances it is preferred that a country
under the Brooke Amendment use its available national funds to eliminate the arrearage rather than
undertake new programs. (NOTE: If cash or FMSCR financing is used to finance, in whole or
part, any existing MAP financed case, any preferential pricing attributable to 100 percent MAP
financing under section 503(a)(3) of the FAA of 1961, as amended, is void and FMS pricing
guidelines must be applied to the entire case in accordance with paragraph 71010 of DoD 7290.3-
M. This action could increase the value of the case significantly and may not be in the best interest
of the Purchaser or the USG.)

3. Pipeline deliveries on materiel blanket open-ended cases implemented prior to the
effective date of sanctions are allowed to continue regardless of term.

4. Requisitions on materiel blanket open-ended cases may be processed.

E. DSAA Role as Guarantor of FFB Loans. Overdue repayments on FFB
(guaranteed) loans which remain unpaid ten days after the payment due-date are paid by the DSAA
from its Guaranty Reserve Fund. This action does not in any way relieve the borrowing country
from its obligation to repay--interest continues to accrue on the overdue amount until the repayment
is received from the borrowing country.
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[Tables 902-1 and 902-2 have been deleted.]
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TABLE 902-3

LOAN AGREEMENT

LOAN AGREEMENT made and entered into as of the day of between
the Government of ("Borrower") and the
Government of the United States of America as represented by the Defense Security Assistance
Agency ("DSAA").

WHEREAS, the Borrower desires to enter into purchase contracts ("Purchase Agreements")
with Military Departments and Agencies of the United States Department of Defense ("DoD"),
various United States commercial suppliers, or both of them for the purchase of defense articles,
defense services, and design and construction services of United States origin (with regard to
articles and services financed hereunder, hereinafter collectively referred to as "Defense Items");
and

WHEREAS, the Borrower has requested a loan from the Government of the United States of
America (hereinafter sometimes referred to as the "Lender") to finance payments required to be
made by the Borrower under the Purchase Agreements; and

WHEREAS, it has been determined that the aforesaid requested loan will facilitate the
purposes of the Arms Export Control Act, as amended ("Act").

NOW THEREFORE, in consideration of the premises and the mutual covenants hereinafter
set forth, the parties hereto agree as follows:

SBZQNI COMMITMENT

1.1 Subject to the terms and conditions of this Loan Agreement ("Agreement"), the Lender
agrees to make advances to the Borrower from time to time in an aggregate principal amount not to
exceed dollars (US $ ), the obligation of the Lender
under this section being hereinafter called the "Loan Proceeds."

1.2 Before requesting any advance hereunder, the Borrower shall execute and deliver to the
DSAA a single promissory note ("Note") substantially in the form attached hereto as Annex I.

1.3 The Loan Proceeds shall be available only to finance the purchase of Defense Items by
the Borrower pursuant to Purchase Agreements approved for such financing by the DSAA in
accordance with the policies and procedures in effect at the time such financing is approved. The
current DSAA procedures for obtaining this approval are, without being incorporated herein,
attached hereto as Exhibit A. Each authorization for the Borrower to enter into a Purchase
Agreement in implementation of this Loan Agreement shall be separately communicated by the
DSAA in writing to the Borrower substantially in the form of the Attachment to Exhibit A. The
authorization shall specify the case identifier assigned by the DSAA to, and the amount of
financing authorized for, the approved Purchase Agreement.

TABLE 902-3. Loan Agreement.
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1.4 (a) Each advance hereunder by the Lender shall be made upon the delivery to the
DSAA of a letter request from the Borrower. The letter request shall be in the form set forth in
Annex II and shall be delivered to the DSAA not less than fifteen business days before the
disbursement date. Documentation in support of letter requests shall be in accordance with DSAA
policies and procedures in effect at the time the Purchase Agreement, for which the advance is
requested, was approved by the DSAA. The current DSAA requirements for documentation
supporting requests for disbursement are, without being incorporated herein, attached hereto as
Exhibit B.

(b) Not more than two advances shall be requested in any single month, except that
an advance of $100,000 or more may be requested at any time. An advance may consist of
payments to more than one supplier.

(c) Advances made to the Borrower shall be authorized in accordance with Requests
for Advances, which shall be prepared by the Borrower in the form of Annex II hereof and
forwarded to the Lender for each advance. Each advance shall bear interest, as provided in Section
2, commencing with the disbursement date of the advance.

(d) Subject to the terms and conditions of this Loan Agreement, the Lender agrees to
make advances to the Borrower from time to time for a period of three (3) years from the date of
this Loan Agreement.

SE N2 REPAYMENT AND ASSIGNABILITY.

2.1 (a) The Borrower hereby agrees to repay the principal of the advances made under
this Agreement semiannually in accordance with the repayment schedule set forth in the Note
("Schedule"), and to pay interest on such outstanding unpaid principal as provided in the Note. All
payments of principal and interest shall be made in immediately available funds of lawful money of
the United States of America, at the Federal Reserve Bank of New York, as provided in Annex LI
hereof.

(b) If on any installment date in the Schedule the outstanding balance of the advances
is less than the amount of principal due, the Borrower shall, on such installment date, repay the
entire outstanding balance, plus accrued interest thereon. If thereafter the Borrower shall avail
itself of the Loan Proceeds in an amount which would have been payable on a prior installment
date but for the provisions of the immediately preceding sentence, such amount, plus accrued
interest thereon, shall be repayable on the next succeeding installment date of the Schedule
occurring after the disbursement of such amount and the scheduled principal repayable on that date
shall be increased by such amount.

(c) If by the final date specified in Section 1.4(d) hereof the Borrower has not availed
itself of the entire amount of the Loan Proceeds, and if such date is not extended by amendment to
this agreement, the installments of principal in the Schedule shall be reduced in the inverse order of
the maturity thereof to the extent of the unused balance of the Loan Proceeds.

(d) The Borrower may prepay principal in part or in full without penalty or premium,
but such prepayment must be accompanied by payment of interest on the amount prepaid to the
date of repayment and must be applied to the satisfaction of installments of principal repayments in
the inverse order of their maturities.

TABLE 902-3. (Continued)
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2.2 Whenever any payment under the Note shall be due on a Saturday, Sunday, or a day on
which the DoD or the Federal Reserve Bank of New York are not open for business, such payment
shall be made on the first day thereafter on which the DoD and the Federal Reserve Bank of New
York art open for business, and such extension of time shall be included in computing interest in
connection with such payment, but excluded from the next interest period, if any.

2.3 If the Borrower fails to make payment when and as due of any installment of principal
or interest under the Note, the amount payable shall be overdue installment of principal or interest,
plus interest thereon at the rate specified in the Note, from the due date to the date of payment.

2.4 The Lender may sell or assign the Note at any time, in whole or in part. However, if
the Lender intends to sell or assign the Note or any part thereof to any entity other than an agency
of the United States, the Lender shall give the Borrower written notice thereof not less than fifteen
days prior to the date of the intended sale or assignment; in that event, the Borrower shall have the
option, to be exercised by giving written notice to the Lender at least five days prior to the intended
sale or assignment, to purchase the entire Note on such terms and conditions as are established by
the Lender.

S N3 REPRESNTATINS AND WARRANTIES

The Lender has entered into this Agreement and will make the loan provided for herein on the
basis of the following representations and warranties of the Borrower.

(a) The Borrower has full power, authority and legal right to incur the indebtedness
contemplated in this Agreement on the terms and conditions contained herein, and to execute,
deliver and perform this Agreement and the Note;

(b) The execution, delivery and performance of this Agreement and the Note will not
violate any provisions of, and have been duly and validly authorized under, the laws of the
Borrower, and all actions necessary to authorize the borrowings hereunder and the execution,
delivery and performance of this Agreement and the Note have been duly taken; and

(c) This Agreement has been, and the Note when issued will be, duly executed and
delivered by persons duly authorized, and this Agreement constitutes, and the Note when issued
will constitute, the valid, legal and binding obligation of the Borrower, enforceable in accordance
with their respective terms.

S N4 CONDONS OF LENDING

4.1 The obligation of the Lender to make advances hereunder is subject to the conditions
precedent that, prior to the first disbursement, it shall have received, satisfactory to it in form and
substance:

(a) Evidence of the authority of each person who (i) signed this Agreement on behalf
of the Borrower, (ii) signed or will sign the Note, and (iii) will sign on behalf of the Borrower,
any notices, requests for advances, or other documents contemplated by this Agreement. Evidence
of this authority shall be in the form of the letter at Annex IV; and

(b) The Note executed by the duly authorized representative of the Borrower.
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4.2 The obligation of the Lender to make any advance hereunder is subject to the further
conditions precedent that:

(a) No event of default within the meaning of Section 6 hereof shall have occumred;

(b) The DSAA shall have received a letter request executed by the duly authorized
representative of the Borrower and prepared in accordance with the procedures for disbursement of
Loan Proceeds; and

(c) All legal matters incident to the Note, and this Agreement shall be satisfactory to
the General Counsel of the DSAA.

The Borrower covenants and agrees that from the date of this Agreement and so long as any
amounts remain unpaid on the Note or otherwise under this Agreement and at least until ten years
has elapsed from the date first above written:

(a) All payments of principal and interest on the Note and other fees and expenses
shall be made free and clear of, and without deduction for, any and all taxes, levies, duties, fees,
charges, deductions, withholdings, restrictions or conditions of any nature whatsoever now or
hereafter imposed, levied, collected or assessed with respect thereto, by or with respect to the
Borrower or any authority thereof or therein;

(b) Any claim which it may now or hereafter have against any person, corporation or
other entity (including without limitation, the Government of the United States, DoD, DSAA and
any supplier of Defense Items) in connection with any transaction, for any reason whatsoever,
shall not affect the obligation of the Borrower to make the payments required to be made to the
Lender under this Agreement or the Note, and shall not be asserted as a defense to the payment of
such obligation or as a setoff, counterclaim, or deduction against such payments;

(c) It will pay all taxes, now or hereafter in effect, imposed with respect to this
Agreement or the Note by any government other than the Government of the United States of
America and will save and hold harmless any holder of the Note from all losses or liabilities
resulting from any delay or omission to pay such taxes;

(d) Any legal action or proceeding against it by the Lender with respect to this
Agreement or the Note may be brought in the Courts of the District of Columbia or in the United
States District Court for the District of Columbia or in the courts of the Borrower, as the Lender
may elect, and by execution and delivery of this Agreemen, the Borrower submits to each
jurisdiction. In the case of the Courts of the District of Columbia or of the United States District
Court for the District of Columbia, the Borrower consents to the service of process out of said
courts by mailing copies of such process by registered United States mail, postage prepaid, to it at
its address set forth in Section 8.3(a) hereof;

(e) The Borrower shall make all of its records and files relating to its use or other
disposition of the Loan Proceeds and to any Purchase Agreement approved for financing with such
Loan Proceeds available upon request for inspection by the Department of Defense of the Lender or
by the Department of Justice of the Lender,
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(f) The Borrower shall make its officials and its employees as well as its nationals
who are neither officials nor employees available, to the fullest extent allowed by the laws of the
Borrower, for interview by the Department of Defense of the Lender or by the Department of
Justice of the Lender in connection with any investigation of crime under the laws of the Lender
arising out of the use or other disposition of any of the Loan Proceeds or arising out of any
Purchase Agreement approved for financing with such Loan Proceeds; and,

(g) The Borrower shall notify in writing each commercial supplier with which it has a
Purchase Agreement approved for financing with the Loan Proceeds promptly upon its receipt of
notification by DSAA of such approval that United States Government funds are being and will be
used to finance such Purchase Agreement.

6.1 A condition of default shall exist upon the occurrence of any of the following events of
default:

(a) If the Borrower fails for a period of ten calendar days to make any payment of
principal or interest on the Note when due;

(b) If a default shall have occurred on any other loan to the Borrower by the DSAA, a
holder of the Note, or the Government of the United States of America or any agency thereof;

(c) If any representation or warranty made by the Borrower herein or any certification
of the Borrower required herein proves to be at any time incorrect in any material respect;

(d) If (i) the Borrower defaults in the performance of any of the provisions in
Sections 1, 2 or 7 hereof, and (ii) such default shall continue unremedied for thirty calendar days
after written notice thereof shall have been given by the DSAA to the Borrower, or

(e) If the Borrower defaults in the performance of any other provision in this
Agreement, and such default shall continue unremedied for thirty calendar days after written notice
thereof shall have been given to the Borrower.

6.2 Upon each and any such event, the holder of the Note may declare immediately due and
payable the unpaid principal and accrued interest on the Note and any other note or other
indebtedness of the Borrower held by the holder of the Note and thereupon such amount shall
become immediately due and payable without protest, presentment, notice or other demand of any
kind, all of which are hereby expressly waived by the Borrower, and if such event occurs before
the full amount of the Loan Proceeds has been disbursed or before any other loan commitment of
the holder of the Note to the Borrower has been fulfilled, the holder of the Note may terminate or
suspend such disbursements and commitments. The Borrower shall pay all costs and expenses,
including attorney fees incurred in the collection of amounts due hereunder after default.

SCIN7 TRANSPORTATION

7.1 All Defense Items to be transported from the United States by ocean vessel shall be
transported in vessels of United States registry unless a waiver is obtained from the DSAA or the
Maritime Administration, US Department of Transportation ("MARAD"). In each instance where a *
supplier will arrange ocean transportation for Defense Items being purchased, the Borrower shall
give written notice of this requirement to the supplier:
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(a) for Purchase Agreements already entered into, within ten days of the date hereof,
and

(b) for Purchase Agreements hereafter entered into, on the date the Purchase
Agreement is consummated.

7.2 The Borrower shall provide the following information to the Director, Office of Market
Development (MARAD), with respect to any ocean or air shipments of Defense Items from the
United States: (a) FMS Case Identifier, (b) FAS value of cargo, (c) supplier, (d) freight
forwarder, (e) freight cost, (f) name of vessel or airline, (g) vessel/aircraft flag of registry, (h) date
of loading, (i) port or place of loading, (j) port or place of final discharge, (k) cargo description, (1)
gross weight of cargo, and (in) cubic measurement of cargo. This information shall be provided as
soon as possible and in any event not later than 90 days from the date of shipment, and shall
contain a reference to this Agreement

7.3 Advances hereunder may be used to pay ocean or air freight costs for transportation of
only those Defense Items financed by this loan and only if such items are carried on vessels or
aircraft of United States registry.

SECM 8 MISCELLANEOUS

8.1 The Borrower and the Lender may agree at any time hereafter to apply a portion or
portions of Loan Proceeds that have not been approved to finance Purchase Agreements (in
accordance with Section 1.3 hereof) as a participation or participations in credit(s) furnished to the
Borrower for the financing of the purchase of Defense Items by the Borrower pursuant to Purchase
Agreements so approved. Such participation(s) shall be limited to those in credit(s) furnished by
any individual, corporation, partnership, or other juridical entity doing business in the United
States, and the Borrower and the Lender shall agree for that purpose with the entity furnishing said
credit(s) on the terms and conditions under which the credit(s) will be furnished.

8.2 No omission or delay on the part of the Lender in exercising any right hereunder shall
operate as a waiver of such right or any other right hereunder. The rights and remedies prescribed
herein are cumulative and not in limitation of or substitution for other rights or remedies of the
Lender.

8.3 Any notice, demand or other communication hereunder shall be deemed to have been
given if in writing and actually delivered at the addresses shown below:

(a) In the case of the Borrower to:

(b) In the case of MARAD to:

Director, Office of Market Development
Maritime Administration
US Department of Transportation
Washington, D.C. 20590-0001
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(c) In the case of the Lender to:

Director, Defense Security Assistance Agency
The Pentagon
Washington, D.C. 20301-2800

or to such other addresses as may be specified in writing.

8.4 Notwithstanding Section 1.3 hereof, the Loan Proceeds shall also be available to make
payment of principal and interest owed to the United States Government under any loan made or
guaranteed pursuant to the Arms Export Control Act except principal and interest not due at the
time payment is to be made. Advances requested to be made for such purpose shall be made upon
delivery to the DSAA of a letter request from the Borrower not less than fifteen business days
before the disbursement date.

8.5 This Agreement and the Note shall be construed and interpreted in accordance with the
laws of the United States of America, and if none is applicable, with those of the District of
Columbia, United States of America.

8.6 This Agreement shall be binding upon and inure to the benefit of the Borrower and the
Lender and their respective successors and assigns, except that the Borrower may not assign its
rights or obligations hereunder without the prior written consent of the DSAA. All agreem. ;,
covenants, representations and warranties made herein shall survive the delivery of the Note" J
the making of the advances hereunder.

8.7 This Agreement may be executed in any number of counterparts, each of which when
so executed and delivered shall be an original, but all the counterparts shall together constitute a
single instrument. Annexes 1, 11, 111, and IV attached hereto are, by this reference, made a part of
this Agreement.

8.8 All notices, demands, or other communications given under this Agreement, unless
submitted in the English language, shall be accompanied by an English translation and such
translation shall govern.

8.9 In case any one or more of the provisions contained in this Agreement or the Note
should be invalid, illegal or unenforceable in any respect, the validity, legality and enforceability of
the remaining provisions contained herein or therein shall not in any way be affected or impaired.
This Agreement or the Note may be amended only with the mutual written consent of the
Borrower, Lender, and holder of the Note.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by

their duly authorized officers and representatives on the day and year first above written.

GOVERNMENT OF

By

GOVERNMENT OF THE UNITED STATES OF AMERICA

By
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ANNEX I

PROMISSORY NOTE

FOR VALUE RECEIVED, THE GOVERNMENT OF
("Borrower") hereby promises to pay to the Government of the United States of America
("Lender") such sums as may be advanced by the DSAA hereunder. The Lender shall not be
obliged to advance more than dollars (US $ _).

The principal amount advanced under this Note shall be repaid in installments of
$ and installment of $. _ . The installments shall be due and
payable on and of each year commencing on . with
the final installment due on . A schedule of the principal amounts due is attached
hereto.

Advances shall bear interest on the unpaid principal balance outstanding at a rate of
percent per annum on and of each year commencing

on

Interest shall be calculated on the basis of a year of 365 days and the actual number of days
elapsed. The total amount of advances hereunder shall be repaid, with right of prepayment, in
accordance with the schedule attached to this Note.

Both principal and interest shall be paid in lawful money of the United States in immediately
available funds at the Federal Reserve Bank of New YorL

This Note is issued at Washington, D.C., pursuant to the Loan Agreement dated
between the Borrower and the Lender, and is subject to the terms and entided to

the benefits of that Agreement.

GOVERNMENT OF

Date: By (SEAL)
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AITACHMENT TO
ANNEX I

PRINC"IPAL REPPAYMENT SCHEI JUI EF

The first (amound shall be repaid on (
Thc next shall be repaid on
The next shall be repaid on
The next shall be repaid on
The next shall be repaid on
The next shall be repaid on
The next shall be repaid on
The next shaU be repaid on
The next shall be repaid on
The next shall be repaid on
The next shall be repaid on
The next shall be repaid on
The last shall be repaid on

Total
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ANNEX II
FORM OF Lj=TE REDU=ST FOR ADVAN OF FUNDS

Defense Security Assistance Agency
Pentagon
Washington, D.C. 20301-2800

Dear Sir.

In accordance with the provisions of Section 1.4 of our Loan Agreement with the
Government of the United States of America dated _ the Government of

hereby requests the DSAA approval and disbursement of an advance
of from that loan.

The Government of acknowledges that advances hereunder may be
used to pay ocean and air freight costs only for transportation of Defense Items being carried on
vessels or aircraft of United States registry, and that all materiel financed from this loan which is to
be shipped by ocean surface transportation must be transported in privately-owned vessels of
United States registry unless a waiver is obtained in accordance with Section 7 of the Loan
Agreement In furtherance of this requirement, the suppliers of the materiel being financed with
this advance were so notified and given appropriate shipping instructions.

In connection with this request, the Government of confirms that,
as appropriate: the defense articles and services for which payment is requested have been
satisfactwily delivered; or the advance payment requested is in accordance with requirements of the
contract; or the progress payment requested is based on the contractor's satisfactory progress and
is in accordance with requirements of the contract; and that payment is therefore due and unpaid
under the Purchase Agreement with the .

Sincerely,

GOVERNMENT OF

By
(Name and Tide)
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ANNEX III

F•PZ.YMENT PROCEDURES

All repayments shall be in immediately available US dollars at the New York Federal Reserve
Bank, New York, New York, on the day payment is due. To this end, payment shall be made by
either of the following methods.

The New York Federal Reserve Bank maintains accounts for many foreign central banks.
The Borrower may make payment by a direct transfer from its central bank (or a central bank being
utilized by it for that purpose) to the New York Federal Reserve Bank. In effecting the transfer,
the central bank should use the exact payment account information provided below, and indicate to
the New York Federal Reserve Bank that the funds are for credit to the United States Treasury, for
credit to the account of the Defense Security Assistance Agency:

021030004 (Note 1)
(Note 2) (Note 3) Payment Amount (in US dollars)
LEAVE BLANK LINE HERE - for Federal Reserve Bank use only
TREASURY NYC/CtR/BNF=/AC-00005037 OBI=(Begin third party text -

may use up to 219 characters with this optimum format;
this text should include the precise loan installments(s)
to which the remitted amount should be credited.)

Notes: 1 Type-Subtype-CD Provided by sending bank.
2 Sender-DFI-No. Provided by sending bank.
3 Sender-REF-No. Optional information provided by sending bank.

Should the Borrower choose to use the Federal Reserve wire payment system ("Fedwire"), a
system for making instantaneous transfers of funds between US banks, the Borrower should
instruct its local US bank to transfer the funds to the New York Federal Reserve Bank by Fedwire
on the payment date and to include in the wire the payment account information set forth in the
preceding paragraph.

The payment account information must be exatnly in the form shown above (including spacing
between words or numbers) to insure timely receipt by the DSAA, and to avoid the assessment of
late charges.

Checks, drafts, and other orders for payment do not constitute immediately available funds
and therefore do not meet the requirements of the Promissory Note. These instruments will be
accepted but funds will be credited to accounts only after confirmation by the US Treasury.
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ANNEX IV

DESIGNATION OF AUTHOIT

1. The Borrower shall provide to the DSAA a written communication that evidences the
authority for incumbents of specifically named offices or specifically named individuals to sign the
loan documents on its behalf. As a minimum the communication will contain the following:

Direcor
Defense Security Assistance Agency
The Pentagon
Washington, D.C. 20301-2800

Dear Sir:

The following officials of the Government of are duly authorized
to execute and deliver documents as indicated below in connection with a loan
agreement in the amount of between the Government of the
United States and this Government:

a. LOAN AGREEMENT:

[Person's Name(s) and/or Title(s) of Office(s)]

b. PROMISSORY NOTE:

[Person's Name(s) and/or Title(s) of Office(s)]

c. REQUESTS FOR DISBURSEMENT AND SUCH OTHER DOC-
UMENTS AS MAY BE REQUIRED UNDER THIS LOAN
AGREEMENT:

[Person's Name(s) and/or Title(s) of Office(s)]

Very truly yours,

Date: By
(Name and Title Typed)

2. The designation of authority letter shall be signed by an appropriate person empowered under
the laws of the Borrower to delegate to selected officials authority to sign debt obligations or the
other documents as stated in the name of its Government. The Borrower shall submit a
designation of authority letter to DSAA containing the names and signatures of newly designated
officials whenever changes occur.

TABLE 902-3. (Continued)

902-21 Change No. 7, 5 January 1996



DOD 5105.38-M

EXHIBIT A

PROCEDURES FOR OBTAINING DSAA APPROVAL

FOR

LOAN FINANCING OF PURCHASE AGREEMENTS

1. General

The Defense Security Assistance Agency (DSAA) is responsible for approving loan financing
of all Purchase Agreements that the Borrower wishes to finance with proceeds from the loan issued
by the DSAA under the provisions of the Arms Export Control Act. The use of loan proceeds shall
be approved for the financing of purchases by the Borrower only of defense articles, defense
services, and design and construction services of US origin. In reviewing requests for financing
of Purchase Agreements, the DSAA is guided by objectives established by the US Government for
improvement of the Borrower's defense capabilities, by generally accepted financing practices, and
by United States laws, regulations and policies in effect at the time the financing is requested. The
US Government reserves the right to refuse to finance any purchase agreement and is not required
to explain its reason(s) for such refusal.

2. Purchases from US Military Departments

a. The US Military Departments effect Foreign Military Sales (FMS) by means of the
Letter of Offer and Acceptance (LOA), Department of Defense Form 1513. Each LOA, also
referred to as an FMS case, is identified by a three digit alphabetic code referred to as "case
identifier". If a Borrower desires to fund an FMS case from this loan, it must so inform the
Military Department prior to the issuance of the LOA. In turn, the Military Department will reflect
the desired loan financing on the LOA and submit it to the DSAA Comptroller for approval and
countersignature.

b. When the Borrower wishes to use FMS loan funds to pay amounts due under an FMS
case which has already been established as a "cash" or "dependable undertaking" case, the
Borrower must ask the pertinent Military Department to convert all or part of that case from cash to
loan funding. The Military Department must also submit the amended case to the DSAA
Comptroller for review and approval to support the requested change in funding.

c. For each case it approves for financing from the FMS loan, the DSAA Comptroller will
reserve funds from the uncommitted loan balance in an amount equal to the entire estimated cost of
the FMS case, or, as the situation may be, that part of the FMS case requested for loan funding.
The portion of the loan so reserved will then be available only for such payments. Payments,
either for deliveries of materiel or progress payments, from advances requested by the Borrower,
will be made by the DSAA Comptroller against the amount reserved for that purpose.

3. Purchases from Commercial Finns.

a. Loan funds may be used to finance purchases from US Commercial Suppliers,
provided such financing has been approved by the DSAA. In order that the DSAA may advise a
Borrower whether it will approve such financing, the Borrower must provide a copy of the
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contract or proforma purchase order to the DSAA Comptroller for its review, preferably before the
Borrower obligates itself to a purchase which it desires to be financed with loan funds. Before the
DSAA can give its final approval of loan financing, the commercial supplier must submit to the
DSAA the "Contractor's Certification and Agreement with Defense Security Assistance Agency" as
illustrated in Exhibit B. The Borrower should allow at least 90 days for the DSAA's review of the
contract for approval of loan financing. Each loan financing approval shall be separately
communicated by the DSAA in writing to the Borrower by use of the "Loan Financing Approval"
illustrated as an attachment to this exhibit.

b. Loan financing shall be approved and made available only to finance the purchase of
defense articles and services authorized for such financing by DSAA in accordance with policies
and procedures in effect at the time such financing is approved. Current DSAA policies pertinent
to approval of loan financing for purchase agreements are included in the Security Assistance
Management Manual.

c. In addition to the approval mentioned above, the DSAA, at the time it approves requests
for advances (disbursements) of funds pursuant to Annex II, also will require from the Borrower
invoices properly executed by the commercial supplier, and bills-of-lading and statements, as may
be applicable, substantially in the formats described in paragraph 4 of Exhibit B (DSAA
Requirements for Documentation to Support Requests for Advances).

d. For each commercial purchase agreement for which financing is approved, the DSAA
Comptroller will assign a case identifier and will provide to the Borrower a Loan Financing
Approval letter in the form of the Attachment to this Exhibit. This letter will provide the case
identifier assigned to the case. For each case it approves for loan financing, the DSAA
Comptroller will reserve loan funds in the amount requested. The loan funds so reserved will then
be available only for payments on that case, unless the Borrower directs otherwise. Payments for
deliveries, progress, or advance payments, will be processed by the DSAA Comptroller against the
amount reserved for the approved purchase agreement.

e. The DSAA Comptroller will also provide letters to the commercial firm informing it of
conditions of loan financing and certifications required as prerequisites to the DSAA approving
FMS loan financing for the purchase agreement, and indicating the DSAA approval of financing of
the purchase agreement.
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ATTACEMENT TO
EXHIBIT A

LOAN FINANCING APPROVAL

Dear Sir:

Pursuant to the provisions of Section 1.3 of the Loan Agreement between your Government
and the US Government, and in response to your recent request for loan financing of a purchase
directly from a commercial firm, financing for the following purchase arrangement is hereby
approved:

Supplier

Contract or Proforma Invoice number and date:

Case Identifier Funds Previously Funds Reserved
Assigned to Reserved for Funding for

i Purchas Revision This cha

Sincerely,
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EXHIBIT B

DSAA REQUIREMENTS FOR DOCUMENTATION
TO SUPPORT REQUESTS FOR ADVANCES

1. This Exhibit describes the documents which the Borrower must furnish to the DSAA
Comptroller in support of requests for advances.

2. Whenever the Borrower desires a disbursement of FMS loan funds, its authorized
representitive(s), as designated pursuant to provisions of the Loan Agreement, shall forward the
written request, prepared in accordance with Annex II of the Agreement, to the DSAA
Comptroller, The Pentagon, Washington, D.C. 20301-2800, not less than 15 business days before
the desired disbursement date.

3. With each request for an advance, the Borrower will provide a letter addressed to the
Director, Defense Security Assistance Agency, substantially in the format as follows:

Dear Sir:

In accordance with the provisions of Section 1.4 of our Loan Agreement with
the Government of the United States of America dated (date., the Government
of V hereby requests the DSAA approval and disbursement of
an advance of (amount. from that loan.

The Government of acknowledges that advances
hereunder may be used to pay ocean and air freight costs only for transportation of
Defense Items being carried on vessels or aircraft of United States registry, and that
all materiel financed from this loan which is to be shipped by ocean surface
transportation must be transported in privately owned vessels of United States
registry unless a waiver is obtained in accordance with Section 7 of the Loan
Agreement. In furtherance of this requirement, the suppliers of the materiel being
financed with this advance were so notified and given appropriate shipping
instructions.

In connection with this request, the Government of confirms
that, as appropriate: the defense articles and services for which payment is
requested have been satisfactorily delivered; or the advance payment requested is in
accordance with requirements of the contract; or the progress payment requested is
based on the contractor's satisfactory progress and is in accordance with
requirements of the contract; and that payment is therefore due and unpaid under the
Pdrchase Agreement (Case Identifier) with the (Supplir).

Sincerely,

V) GOVERNMENT OF

By
(Name and Title)
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4. Whenever funds from this loan are to be used to pay a Commercial Supplier, the Borrower
shall also provide invoices and bills-of-lading in support of each request for an advance, as
follows:

a. As a minimum, the invoices must: (1) reflect the amount due and payment due date; (2)
specify whether the amount billed is a down payment, progress/milestone payment, or delivery
payment; (3) list the items and services delivered for which payment is requested; (4) indicate by a
separate entry the transportation costs, if not included in the item price; (5) designate the FOB point
and "ship to" address; (6) designate the address to where the payment should be sent; (7) if the
billed amount consists of "cost, insurance and freight" (CWF) terms for delivery of materiel to a
destination point outside the United States, provide the name of the carrier(s) of the materiel from
the US Port of Embarkation; and (8) be supported by a copy of freight bills, air waybills, or rated
on-board bills-of-lading, fully accounting for the cost of inland and export transportation of the
items covered by the invoice for which payment is requested. If the Contractor pays for the
transportation, whether the transportation cost is included in the price of the item or billed
separately to the Purchaser, bills-of-lading or air waybills must be submitted with the invoice for
which payment is requested. A copy of the invoice for the cost of any insurance coverage on the
shipment must also be submitted along with-the shipping documents.

b. If the Purchaser is paying the export transportation cost with other than US
Government funds (i.e., the Contractor is not paying for the export transportation cost) the
Contractor will submit a certification with the invoice as follows:

The (Contractor) acknowledges that US Government funds are being used by the
Government of to finance this purchase and certifies that no
shipping cost has been incurred by this firm for exporting this materiel from the
United States and no shipping cost is included in the sales price or otherwise
included in the invoice amount for which payment is requested.

c. All Contractor's invoices must be submitted with the following certification:

The (.C..,•n.atr acknowledges US Government funds are being used by the
Government of to finance this purchase and certifies that the
invoice(s) submitted with respect thereto are free from any material false statement
or misrepresentation and do not omit any material facts.

d. Before DSAA authorizes the use of loan funds to finance any purchase from a
Commercial Supplier, the Borrower must ensure that the Commercial Supplier completes and
submits to the DSAA the "Contractor's Certification and Agreement with Defense Security
Assistance Agency" as illustrated in Table 902-7.

5. Whenever funds from this loan are to be used to pay an amount owed on an FMS case, the
Borrower shall also provide a listing of the FMS cases for which payment is requested and the
amounts applicable to each.
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TABLE 902-3A 7

GRANT AGREEMENT

GRANT AGREEMENT made and entered into as of the day of
between the Government of ("Grant Recipient")
and the Government of the United States of America as represented by the Defense Security
Assistance Agency ("DSAA").

WHEREAS, the Grant Recipient desires to enter into purchase contracts ("Purchase
Agreements") with Military Departments and Agencies of the United. States Department of Defense
("DoD"), various United States commercial suppliers, or both of them for the purchase of defense
articles, defense services, and design and construction services of United States origin (with regard
to articles and services financed hereunder, hereinafter collectively referred to as "Defense Items");
and

WHEREAS, the Grant Recipient has requested a gidnt from the Government of the United
States of America (hereinafter sometimes referred to as the "Grantor") to finance payments required
to be made by the Grant Recipient under the Purchase Agreements; and

WHEREAS, it has been determined that the aforesaid requested grant will facilitate the
purposes of the Arms Export Control Act, as amended ("Act").

NOW THEREFORE, in consideration of the premises and the mutual covenants hereinafter
set forth, the parties hereto agree as follows:

SEC•IQN.L C0MMrIMENT
1.1 Subject to the terms and conditions of this Grant Agreement ("Agreement"), the

Grantor agrees to make advances to the Grant Recipient from time to time in an aggregate principal
amount not to exceed dollars (US $ ), the obligation of
the Grantor under this section being hereinafter called the "Grant Proceeds."

1.2 The Grant Proceeds shall be available only to finance the purchase of Defense Items by
the Grant Recilient pursuant to Purchase Agreements approved for such financing by the DSAA in
accordance with the policies and procedures in effect at the time such financing is approved. The
current DSAA procedures for obtaining this approval are, without being incorporated herein,
attached hereto as Exhibit A. Each authorization for the Grant Recipient to enter into a Purchase
Agreement in implementation of this Grant Agreement shall be separately communicated by the
DSAA in writing to the Grant Recipient substantially in the form of the Attachment to Exhibit A.
The authorization shall specify the case identifier assigned by the DSAA to, and the amount of
financing authorized for, the approved Purchase Agreement.

1.3 (a) Each advance hereunder shall be made upon the delivery to the DSAA of a letter
request from the Grant Recipient. The letter request shall be in the form set forth in Annex H and
shall be delivered to the DSAA not less than fifteen business days before the disbursement date.
Documentation in support of letter requests shall be in accordance with DSAA policies and
procedures in effect at the time the Purchase Agreement, for which the advance is requested, was
approved by the DSAA. The current DSAA requirements for documentation supporting requests
for disbursement are, without being incorporated herein, attached hereto as Exhibit B.
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(b) Not more than two advances shall be requested in any single month, except that
an advance of $100,000 or more may be requested at any time. An advance may consist of
payments to more than one supplier.

(c) Advances made to the Grant Recipient shall be authorized in accordance with
Requests for Advances, which shall be prepared by the Grant Recipient in the form of Annex II
hereof and forwarded to the Grantor for each advance.

SE N REPRESENTA NS AND WARRANTIES

The Grantor has entered into this Agreement and will make the grant provided for herein on
the basis of the following representations and warranties of the Grant Recipient:

(a) The Grant Recipient has full power, authority and legal right to enter into this
Agreement on the terms and conditions contained herein, and to execute, deliver and perform this
Agreement;

(b) The execution, delivery and performance of this Agreement will not violate any
provisions of, and have been duly and validly authorized under, the laws of the Grant Recipient,
and all actions necessary to authorize the borrowings hereunder and the execution, delivery and
performance of this Agreement have been duly taken; and

(c) This Agreement has been, duly executed and delivered by persors duly
authorized, and this Agreement constitutes the valid, legal and binding obligation of the Grant
Recipient, enforceable in accordance with its terms.'

SECTIOQN 3 CONDITIONS OF GRANT

3.1 The obligation of the Grantor to make advances hereunder is subject to the conditions
precedent that, prior to the first disbursement, it shall have received, satisfactory to it in form and
substance, evidence of the authority of each person who (i) signed this Agreement on behalf of the
Grant Recipient and, (ii) will sign on behalf of the Grant Recipient, any notices, requests for
advances, or other documents contemplated by this Agreement. Evidence of this authority shall be
in the form of the letter at Annex I.

3.2 The obligation of the Grantor to make any advance hereunder is subject to the further

conditions precedent that:

(a) No event of default within the meaning of Section 5 hereof shall have occurred;

(b) The DSAA shall have received a letter request executed by the duly authorized
representative of the Grant Recipient and prepared in accordanct with the procedures for
disbursement of Grant Proceeds; and

(c) All legal matters incident to this Agreement shall be satisfactory to the General
Counsel of the DSAA, or his successor.
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SECTION 4.QCOVNANTS

The Grant Recipient covenants and agrees that from the date of this Agreement at least until
ten years has elapsed from the date first above written:

(a) It will pay all taxes, now or hereafter in effect, imposed with respect to this
Agreement by any government other than the Government of the United States of America and will
save and hold harmless from all losses or liabilities resulting from any delay or omission to pay
such taxes.

(b) Any legal action or proceeding against it by the Grantor with respect to this
Agreement may be brought in the Courts of the District of Columbia or in the United States District
Court for the District of Columbia or in the courts of the Grant Recipient, as the Grantor may elect,
and by execution and delivery of this Agreement, the Grant Recipient submits to each jurisdiction.
In the case of the Courts of the District of Columbia or of the United States District Court for the
District of Columbia, the Grant Recipient consents to the service of process out of said courts by
mailing copies of such process by registered United States mail, postage prepaid, to it at its address
set forth in Section 7.2(a) hereof.

(c) The Grant Recipient shall make all of its records and files relating to its use or
other disposition of the Grant Proceeds and to any Purchase Agreement approved for financing
with such Grant Proceeds available upon request for inspection by the Department of Defense of
the Grantor or by the Department of Justice of the Grantor.

(d) The Grant Recipient shall make its officials and its employees as well as its
nationals who are neither officials nor employees available, to the full extent allowed by the laws of
the Grant Recipient, for interview by the Department of Defense of the Grantor or by the
Department of Justice of the Grantor in connection with any investigation of crime under the laws
of the Grantor arising out of the use or other disposition of any of the Grant Proceeds or arising
out of any Purchase Agreement approved for financing with such Grant Proceeds.

(e) The Grant Recipient shall notify in writing each commercial supplier with which it
has a Purchase Agreement approved for financing with the Grant Proceeds promptly upon its
receipt of notification by DSAA of such approval that United States Government funds are being
and will be used to finance such Purchase Agreement.

5.1 A condition of default shall exist upon the occurrence of any of the following events of
default:

(a) If a default shall have occurred on any loan made to or guarantied for the Grant
Recipient by the DSAA or the Government of the United States of America or any agency thereof;

(b) If any representation or warranty made by the Grant R cipient herein or in any
certification of the Grant Recipient required herein proves to be at any time incorrect in any material
respect;
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(c) If (i) the Grant Recipient defaults in the performance of any of the pralisions in
Section 6 hereof, and (ii) such default shall continue unremedied for thirty calendarays after
written notice thereof shall have been given by the DSAA to the Grant Recipient; or

(d) If the Grant Recipient defaults in the performance of any other provision or
covenant in this Agreement, and such default shall continue unremed'ed for thirty, calendar days
after written notice thereof shall have been given to the Grant RecipienL t

5.2 Upon each and any such event, the Grantor may declare immediately due and payable
the unpaid principal and accrued interest on any note or other indebtedness of the Grant Recipient
held by the Grantor and thereupon such amount shall become immediately due and payable without
protest, presentment, notice or other demand of any kind, all of which are hereby expressly waived
by the Grant Recipient, and if such event occurs before the full amount of the Grant Proceeds has
been disbursed or before any loan commitment of the Grantor to the Grant Recipient has been
fulfilled, the Grantor may terminate or suspend such disbursements and commitments. The Grant
Recipient shall pay all costs and expenses, including attorney fees incurred in the collection of
amounts due hereunder after default. A6
SCIN6 TRANSPORTATION

6.1 All Defense Items to be transported from the United States by ocean vessel shall be
transported in vessels of United States registry unless a waiver is obtained from the DSAA or the
Maritime Administration, US Department of Transportation ("MARAD"). The current DSAA and
MARAD procedures for obtaining a waiver are, without being incorporated herein, attached hereto
as Exhibit C. In each instance where a supplier will arrange ocean transportation for Defense Items
being purchased, the Grant Recipient shall give written notice of this requirement to the supplier.

(a) for Purchase Agreements already entered into, within ten days of the date hereof,
and

(b) for Purchase Agreements hereafter entered into, on the date the Purchase
Agreement is consummated.

6.2 The Grant Recipient shall provide the following information to the Directori, Office of
Market Development (MARAD), with respect to any ocean or air shipments of Defense Items from
the United States: (a) FMS Case Identifier, (b) FAS value of cargo, (c) supplier, (d) freight
forwarder, (e) freight cost, (f) name of vessel or airline, (g) vessel/aircraft flag of registry, (h) date
of loading, (i) port or place of loading, (j) port or place of final discharge, (k) cargo description, (1)
gross weight of cargo, and (m) cubic measurement of cargo. This information shall be provided as
soon as possible and in any event not later than 90 days from the date of shipment, and shall
contain a reference to this Agreement.

6.3 Advances hereunder may be used to pay ocean or air freight costs for transportation of
only those Defense Items financed by this grant and only if such items are carried on vessels or
aircraft of United States registry.

SECTION. MISCEI ANEOUS

7.1 No omission or delay on the part of the Grantor in exercising any right hereunder shall
operate as a waiver of such right or any other right hereunder. The rights and remedies prescribed
herein are cumulative and not in limitation of or substitution for other rights or remedies of the
Grantor.
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7.2 Any notice, demand or other communication hereunder shall be deemed to have been
given if in writing and actually delivered at the addresses shown below:

(a) In the case of the Grant Recipient to:

(To be inserted at the time the Grant Agreement is issued.)

(b) In the case of MARAD to:

Director, Office of Market Development
Maritime Administration
US Department of Transportation
Washington, D.C. 20590-0001

(c) In the case of the Grantor to:

Director, Defense Security Assistance Agency
The Pentagon
Washington, D.C. 20301-2800

or to such other addresses as may be specified in writing.

7.3 Notwithstanding Section 1.2 hereof, the Grant Proceeds shall also be available to make
payment of principal and interest owed to the United States Government under any loan made or
guaranteed pursuant to the Arms Export Control Act except principal and interest not due at the
time payment is to be made. Advances requested to be made for such purpose shall be made upon
delivery to the DSAA of a letter request from the Grant Recipient not less than fifteen business
days before the disbursement date.

7.4 (a) This Agreement shall be construed and interpreted in accordance with the laws of
the United States of America, and if none is applicable, with those of the District of Colombia,
United States of America.

(b) In the event of a dispute regarding a Purchase Agreement between the Grant
Recipient and a Military Department or Defense Agency of DoD that is approved for grant
financing under this or other Grant Agreements, the Grantor reserves the right to make an advance
hereunder, notwithstanding Section 1.3 hereof, if the Grant Recipient fails to deliver to DSAA a
letter request for disbursement in the form set forth in Annex II or fails to comply with the
documentation requirements set forth as Exhibit B, within fifteen business days after the date the
disbursement was to have been made.

(c) In the event of a dispute regarding a Purchase Agreement between the Grant
Recipient and a Commercial Supplier that is approved for grant financing under this or other Grant
Agreements, no advance hereunder can be made until the Grant Recipient complies with the
provisions of Section 1.3 hereof, notwithstanding any dispute settlement provisions or procedures
included in such a Purchase Agreement or dispute resolution.
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7.5 This Agreement shall be binding upon and inure to the benefit of the Grant Recipient
and the Grantor and their respective successors and assigns, except that the Grant Recipient may
not assign its rights or obligations hereunder without the prior written consent of the DSAA. All
agreements, covenants, representations and warranties made herein shall survive the making of the
advances hereunder.

7.6 This Agreement may be executed in any number of counterparts, each of which when
so executed and delivered shall be an original, but all the counterparts shall together constitute a
single instrument. Annexes I and U attached hereto are, by this reference, made a part of this
Agreement.

7.7 All notices, demands, or other communications given under this Agreement, unless
submitted in the English language, shall be accompanied by an English translation and such
translation shall govern.

7.8 In case any one or more of the provisions contained in this Agreement should be
invalid, illegal or unenforceable in any respect, the validity, legality and enforceability of the
remaining provisions contained herein or therein shall not in any way be affected or impaired. This
Agreement or the Note may be amended only with the mutual written consent of the Grantor and
the Grant Recipient.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by
their duly authorized officers and representatives on the day and year first above written.

GOVERNMENT OF

By

GOVERNMENT OF THE UNITED STATES OF AMERICA

By
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ANNEX I

DESIGNATION OF AUTHORDY

1. The Grant Recipient shall provide to the DSAA a written communication that evidences the
authority for incumbents of specifically named offices or specifically named individuals to sign the
grant documents on its behalf. As a minimum the communication will contain the following.

Director
Defense Security Assistance Agency
The Pentagon
Washington, D.C. 20301-2800

Dear Sir

The following officials of the Government of are duly
authorized to execute and deliver documents as indicated below in connection with a
grant agreement in the amount of between the Government of the
United States and this Government:

a. GRANT AGREEMENT:

[Person's Name(s) and/or Title(s) of Office(s)]

b. REQUESTS FOR DISBURSEMENT AND SUCH OTHER DOC-
UMENTS AS MAY BE REQUIRED UNDER THIS GRANT
AGREEMENT:

[Person's Name(s) and/or Title(s) of Office(s)l

Very truly yours,

Date: By
(Name and Title Typed)

2. The designation of authority letter shall be signed by an appropriate person empowered under
the laws of the Grant Recipient to delegate to selected officials authority to sign documents as
stated in the name of its Government. The Grant Recipient shall submit a designation of authority
letter to DSAA containing the names and signatures of newly designated officials whenever
changes occur.
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ANNEX II

FORM OF IMJ'I'ER REOU EST FOR ADVANCE OF FUNS

Director
Defense Security Assistance Agency
Pentagon
Washington, D.C. 20301-2800

Dear Sir.

In accordance with the provisions of Section 1.3 of our Grant Agreement with the
Government of the United States of America dated (date)..... , the Government of

hereby requests the DSAA approval and disbursement of an advance
of_(Jamount) - from that grant.

The Government of acknowledges that advances hereunder may be
used to pay ocean and air freight costs only for transportation of Defense Items being carried on
vessels or aircraft of United States registry, and that all materiel financed from this grant which is
to be shipped by ocean surface transportation must be transported in privately owned vessels of
United States registry unless a waiver is obtained in accordance with Section 6 of the Grant
Agreement. In furtherance of this requirement, the suppliers of the materiel being financed with
this advance were so notified and given appropriate shipping instructions.

In connection with this request, the Government of confirms that,
as appropriate: the defense articles and services for which payment is requested have been
satisfactorily delivered; or the advance payment requested is in accordance with requirements of the
contract; or the progress payment requested is based on the contractor's satisfactory progress and
is in accordance with requirements of the contract; and that payment is therefore due and unpaid
under the Purchase Agreement (Case Identifier) with the (S=pierL.

Sincerely,

GOVERNMENT OF

By
(Name and Tide)
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EXHIBIT A

PROCEDURES FOR OBTAINING DSAA APPROVAL

FOR

GRANT FINANCING OF PURCHASE AGREEMENTS

I. General

The Defense Security Assistance Agency (DSAA) is responsible for approving grant
financing of all Purchase Agreements that the Grant Recipient wishes to finance with proceeds
from the grant issued by the DSAA under the provisions of the Arms Export Control Act. The use
of grant proceeds shall be approved for the financing of purchases by the Grant Recipient only of
defense articles, defense services, and design and construction services of US origin. In
reviewing requests for financing of Purchase Agreements, DSAA is guided by objectives
established by the US Government for improvement of the Grant Recipient's defense capabilities,
by generally accepted financing practices, and by United States laws, regulations and policies in
effect at the time the financing is requested. The US Government reserves the right to refuse to
finance any purchase agreement and is not required to explain its reason(s) for such refusal.

2. Purchases from US Wit= Dear nts

a. The US Military Departments effect Foreign Military Sales ("EMS") by means of the
Letter of Offer and Acceptance ("LOA"), Department of Defense Form 1513. Each LOA, also
referred to as an FMS case, is identified by a three digit alphabetic code referred to as "case
identifier." If a Grant Recipient desires to fund an FMS case from this grant, it must so inform the
Military Department prior to the issuance of the LOA. In turn, the Military Department will reflect
the desired grant financing on the LOA and submit it to the DSAA Comptroller for approval and
countersignature.

b. When the Grant Recipient wishes to use grant funds to pay amounts due under an FMS
case which has already been established as a "cash" or "dependable undertaking" case, the Grant
Recipient must ask the pertinent Military Department to convert all or part of that case from cash to
grant funding. The Military Department must also submit the amended case to the DSAA
Comptroller for review and approval to support the requested change in funding.

c. For each case it approves for financing from the grant, the DSAA Comptroller will
reserve funds from the uncommitted grant balance in an amount equal to the entire estimated cost of
the FMS case requested for grant funding. The portion of the grant so reserved will then be
available only for such payments. Payments, either for deliveries of materiel or progress
payments, from advances requested by the Grant Recipient, will be made by the DSAA
Comptroller against the amount reserved for that purpose.
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3. Purchases from Commercial Finns.

a. Grant funds under the Arms Export Control Act may be used to finance purchases from
US Commercial Suppliers, provided such financing has been approved by the DSAA. In order
that the DSAA may advise a Grant Recipient whether it will approve such financing, the Grant
Recipient must provide a copy of the contract or proforma purchase order to the DSAA
Comptroller for its review, preferably before the Grant Recipient obligates itself to a purchase.
which it desires to be financed with grant funds. Before the DSAA can give its final approval of
grant financing, the commercial supplier must submit to DSAA the "Contractor's Certification and
Agreement with Defense Security Assistance Agency" as illustrated in Exhibit B which is subject to
change by the DSAA any time hereafter. The Grant Recipient should allow at least 90 days for
DSAA's review of the contract for approval of grant financing. Each grant financing approval
shall be separately communicated by DSAA in writing to the Grant Recipient by use of the "Grant
Financing Approval" illustrated as an attachment to this exhibit.

b. Grant financing shall be approved and made available only to finance the purchase of
defense articles and services authorized for such financing by the DSAA in accordance with
policies and procedures in effect at the time such financing is approved. Current DSAA policies
pertinent to approval of grant financing for purchase agreements are included in the Security
Assistance Management Manual.

c. In addition to the approval mentioned above, the DSAA, at the time it approves requests
for advances (disbursements) of funds pursuant to Annex II, also will require from the Grant
Recipient invoices properly executed by the commercial supplier, and bills-of-lading and
statements, as may be applicable, substantially in the formats described in paragraph 4 of Exhibit B
(DSAA Requirements for Documentation to Support Requests for Advances).

d. For each commercial purchase agreement for which financing is approved, the DSAA
Comptroller will assign a case identifier and will provide to the Grant Recipient a Grant Financing
Approval letter in the form of the Attachment to this Exhibit. This letter will provide the case
identifier assigned to the case. For each case it approves for grant financing, the DSAA
Comptroller will reserve grant funds in the amount requested. The grant funds so reserved will
then be available only for payments on that case, unless the Grant Recipient directs otherwise.
Payments for deliveries, progress, or advance payments, will be processed by the DSAA
Comptroller against the amount reserved for the approved purchase agreement.

e. The DSAA Comptroller will also provide letters to the commercial firm informing it of
conditions of grant financing and certifications required as prerequisites to the DSAA approving
grant financing for the purchase agreement, and indicating the DSAA approval of financing of the
purchase agreement.
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ATrACQhENT TO
EXHMIT A

GRANT FINANCING APPROVAL

Dear Sir.

Pursuant to the provisions of Section 1.2 of the Grant Agreement between your Government
and the US Govemment, and in repose to your request for grant financing of a purchase directly
from a commercial firm, financing for the following purchase agreement is hereby approved:

Supplier.

Contract or Profoma lnvoice number and date:

Case Identifier Funds Pieviously Funds Reserved
Assigned to Reserved for Funding for

Thig m 3JcBIbis Pevisio

Sincerely,
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EXHIBIT B

DSAA REQUIREMENTS FOR DOCUMENTATION
TO SUPPORT REQUESTS FOR ADVANCES

1. This Exhibit describes the documents which the Grant Recipient must furnish to the DSAA
Comptroller in support of requests for advances.

2. Whenever the Grant Recipient desires a disbursement of grant funds, its authorized
representative(s), as designated pursuant to provisions of the Grant Agreement, shall forward the
written request, prepared in accordance with Annex II of the Agreement, to the DSAA
Comptroller, The Pentagon, Washington, D.C. 20301-2800, not less than 15 business days before
the desired disbursement date.

3. With each request for an advance, the Grant Recipient will provide a letter addressed to the

Director, Defense Security Assistance Agency, substantially in the format as follows:

Dear Sir.

In accordance with the provisions of Section 1.3 of our Grant Agreement with
the Government of the United States of America dated .JdatcL. the Government
of hereby requests the DSAA approval and disbursement of
an advance of .(aonunut) from that grant.

The Government of acknowledges that advances
hereunder may be used to pay ocean and air freight costs only for transportation of
Defense Items being carried on vessels or aircraft of United States registry, and that
all materiel financed from this grant which is to be shipped by ocean surface
transportation must be transported in privately owned vessels of United States
registry unless a waiver is obtained in accordance with Section 6 of the Grant
Agreement. In furtherance of this requirement, the suppliers of the materiel being
financed with this advance were so notified and given appropriate shipping
instructions.

In connection with this request, the Government of confirms
that, as appropriate: the defense articles and services for which payment is
requested have been satisfactorily delivered; or the advance payment requested is in
accordance with requirements of the contract; or the progress payment requested is
based on the contractor's satisfactory progress and in accordance with requirements
of the contract; and that payment is therefore due and unpaid under the Purchase
Agreement (Case Identifier) with the (.Supplier)L.

Sincerely,

GOVERNMENT OF

By
(Name and Title)

TABLE 902-3A. (Continued)
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4. Whenever funds from this grant are to be used to pay a Commercial Supplier, the Grant
Recipient shall also provide invoices and bills-of-lading in support of each request for an advance,
as follows:

a. As a minimum, the invoice must: (1) reflect the amount due and payment due date; (2)
specify whether the amount billed is a down payment, progress/milestone payment, or delivery
payment; (3) list the items and services delivered for which payment is requested; (4) indicate by a
separate entry the transportation costs, if not included in the item price; (5) designate the FOB point
and "ship to" address; (6) designate the address to where the payment should be. sent; (7) if the
billed amount consists of "cost, insurance and freight" (CIF) terms for delivery of materiel to a
destination point outside the United States, provide the name of the carrier(s) of the materiel from
the US Port of Embarkation; and (8) be supported by a copy of freight bills, air waybills, or rated
on-board bills-of-lading, fully accounting for the cost of inland and export transportation of the
items covered by the invoice for which payment is requested. If the Contractor pays for the
transportation, whether the transportation cost is included in the price of the item or billed
separately to the Purchaser, bills-of-lading or air waybills must be submitted with the invoice for
which payment is requested. A copy of the invoice for the cost of any insurance coverage on the
shipment must also be submitted along with the shipping documents.

b. If the Purchaser is paying the export transportation cost with other than US
Government funds (i.e., the Contractor is not paying for the export transportation cost) the
Contractor will submit a certification with the invoice as follows:

The (Contractor) acknowledges US ledges US Government funds are being used
by the Government of to finance this purchase and certifies
that no shipping cost has been incurred by this firm for exporting this materiel from
the United States and no shipping cost is included in the sales price or otherwise
included in the invoice amount for which payment is requested.

c. All Contractor's invoices must be submitted with the following certification:

The (Contractor) acknowledges US ledges US Government funds are being used
by the Government of to finance this purchase and certifies
that the invoice(s) submitted with respect thereto are free from any material false
statement or misrepresentation and do not omit any material facts.

d. If the Grant Recipient is paying the export transportation cost with other than funds
granted under the Arms Export Control Act or FMS loan funds, and therefore the Commercial
Supplier is not paying for the export transportation cost, the supplier will be required to submit a
certification with the invoice as follows:

The (Commercial Supplier) acknowledges that US Government funds are being
used by the Government of to finance this purchase, and
certifies that no shipping cost has been incurred by this firm for exporting this
materiel from the United States, and therefore no cost is included in the sales price
or otherwise included in the invoiced amount for which payment is requested.

(Signed)
(Commercial Supplier)

TABLE 902-3A. (Continued)
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e. Before the DSAA authorizes the use of grant funds to finance any purchase from a
Commercial Supplier, the Grant Recipient must ensure that the Commercial Supplier completes and
submits to the DSAA the "Contractor's Certification and Agreement with Defense Security
Assistance Agency" as illustrated in Table 902-7.

5. Whenever funds from this grant are to be used to pay an amount owed on an FMS case, the
Grant Recipient shall also provide a listing of the FMS cases for which payment is requested and
the amounts applicable to each.

TABLE 902-3A. (Continued)
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TABLE 902-4

DSAA SAMPLE LETITER TO PURCHASING COUNTRY APPROVING USE
OF

FMS LOAN FINANCING FOR DIRECT COMMERCIAL PURCHASES

In repl refer to:
I-

Dear Sir.

Pursuant to the provisions of Section 1.3 of the Loan Agreement between your
Government and the US Government, and in response to your recent request for
loan financing of a purchase dr-ctly from a commercial firm, financing for the
following purchase agreement is hereby approved:

Suppliei.

Contract or Proforma Invoice number and date:

Items to be purchased:

Case Identifier Funds Previously Funds Reserved
Assigned to Reserved For Funding for

This urchgs This Purchase Revision This Purchase

Sincerely,

Chief, Accounting and Finance Division
Office of the Comptroller

TABLE 902-4. DSAA Sample Letter Approving Use of FMS Loan Financing.
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TABLE 902-5

DSAA SAMPLE LETTER TO SUPPLIER APPROVING USE OF FMS LOAN FINANCING
FOR DIRECT COMMERCIAL PURCHASES

In reply refer to:
I-

x
X

X
x
X

Dear Sir

The Defense Security Assistance Agency (DSAA) has approved financing in the amount, and for the purchase
agreement noted below. Funds will be disbursed to your firm from financing available to the Government of

(Purchaser) through the Foreign Military Sales Financing (FMSF) program. The Case
Identifier assigned to this Purchase Agreement and the Supplier Code assigned to your firm are also noted below and
should be referenced on any questions that you may have regarding this financing. This approval does not constitute
an approval for export; your firm is responsible for obtaining export licenses, as required:

Contract Number Date: Supplier Code:

Case Identifier - S - Financing Approved:

Purchase of:

The amount of financing approved will be available to the Purchaser for payment of this Purchase Agreement
unless the Purchaser defaults on any of the provisions of the agreements entered into by the Purchaser with the US
Government for such financing. Additionally, although we have set aside FMSF funds in the amount shown above
for this purchase, this reservation is for program administration purposes only and should not be construed as a firm
and irrevocable commitment to pay. The Purchaser is not obligated to use US Government FMSF funds in payment
of this purchase; therefore, the Purchaser could request a reduction of the amount reserved for your Purchase
Agreement. In such event, however, we would endeavor to advise you of the Purchaser's request prior to effecting
the reduction.

Although the US Government is not a party to the Purchase Agreement, the DSAA is required to ensure that
the Purchaser utilizes loan funds only for the purposes intended by law, and for which the financing is approved.
This financing is available only for articles and services (including insurance) of US origin, except where non-US
articles and services are specifically authorized by the DSAA. Suppliers may be reimbursed shipping costs, but only
when shipments are made on US flag carriers. Waivers granted to the Purchaser by the DSAA to ship materiel via
its own carriers does not authorize reimbursement to your firm of costs for shipping by a non-US flag carrier. In
such instances, the Purchaser is responsible to pay for non-US flag carrier freight charges or to reimburse you
directly for such charges. Shipping charges for shipments via non-US carriers will be deducted from Suppliers
invoices.

TABLE 902-5. DSAA Sample Letter to Supplier Approving Use of FMS Loan

Financing for Direct Commercial Purchases. (Continued)
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To prevent unnecessary delays in the processing of payments to you, your finn must ensure that invoices
contain the information specified in the Contractor's Certification and Agreement, show the Case Identifier noted
above, and include signed, "rated," "on-board" bills of lading or air waybills. FURTHER, IT SHOULD BE
UNDERSTOOD THAT, AFTER RECEIPT OF PROPERLY DOCUMENTED INVOICE(S) IN DSAA, A
PERIOD OF APPROXIMATELY THREE (3) WEEKS WILL BE REQUIRED TO PROCESS THE PAYMENT
BY WIRE TRANSFER AND LONGER IF PAYMENT IS BY CHECK.

Payments will be made directly to your firm by wire transfer, but only if the amount is $25,000.00 or more.
Therefore, it is imperative that you provide to us your wire transfer address and your check mailing address for
payments of less than $25,000.00. As quickly as possible, please send us these addresses on a letter signed by an
official of your firm. The wire transfer address must include your bank's name, street address, zip code, and the
bank's American Banking Association (ABA) routing number, and the name and number of your account. We will
send payments under this purchase agreement only to those addresses officially provided to us, including official
notifications of changes. NO PAYMENTS WILL BE PROCESSED TO YOU UNTIL WE HAVE RECEIVED
YOUR OFFICIAL ADDRESSES RELATIVE TO THIS PURCHASE AGREEMENT.

If your contract provides for a downpayment, the downpayment amount must be limited as follows, and you
are required to include the following certification on your downpayment invoice:

(Name of yor firm) certifies that the downpayment requested does not exceed cost incurred at time of
submission of this invoice plus termination liability to be incurred during the first 90 days, less profit.

The DSAA does not require that bank instruments such as Performance Bonds or Letters of Credit be obtained
relative to the purchase agreement. However, if such bank instruments are obtained pursuant to your contract
provisions, such instruments must be issued and payable by US banking institutions operating within the United
States, and copies of such instruments must be submitted to the DSAA for review as prerequisite to disbursements
by the DSAA. These instruments must be received and deemed satisfactory by the DSAA, relative to payee
provisions, prior to the processing of any disbursements to your firm under this Purchase Agreement.

All contractor's invoices must also contain the following certification:

The ( mnr acknowledges that US Government funds are being used by the Government
of to finance this purchase and certifies that the invoice(s) submitted with respect
thereto are free from any material false statement or misrepresentation and do not omit any material facts.

Full and final billing on the contract must not be presented to the DSAA for payment prior to full and final
completion of contract deliveries and performance.

Should refunds to the Purchaser become necessary for any reason, from funds paid by the DSAA under this
Purchase Agreement, such refunds must be made directly to the DSAA rather than to the Purchaser. The DSAA will
credit such refunds to the Purchaser's Foreign Military Sales (FMS) Trust Fund Account. Refunds may be made
either by check or by wire transfer. Checks should be made payable to the US Treasury, be accompanied by a letter
identifying the Purchaser, and the DSAA's case identifier, and should be mailed to the following address.
Correspondence relating to financial matters should also be mailed to this address.

Defense Security Assistance Agency
Architect Building, Suite 535
1400 Wilson Boulevard
Arlington VA 22209-2325

TABLE 902-5. DSAA Sample Letter to Supplier Approving Use of FMS Loan
Financing for Direct Commercial Purchases. (Continued)
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Refunds by wire transfer should be addressed as follows:

United States Treasuy
New York, New York
0210-3000-4
Treasury NYCI(5037)
Defense Security Assistance Agency
Refund from: (Compny Name) for purchase made by the
Government of under DSAA Case adeIntflm .

Should you have any questions regarding any of the above information, please telephone us at (202) 694-3112

Sincerely,

Chief, Accounting and Finance Division
Office of the Comptroller

Copy to:
Maritime Administration Embassy of
Room 7209 (Addr)
400 7th Street, S.W. Washington, D.C. 20_0
Washington, D.C. 20590-0001

TABLE 902-5. DSAA Sample Letter to Supplier Approving Use of FMS Loan
Financing for Direct Comnercial Purchases. (Continued)

902-44 Change No. 7, 5 January 1996



DOD 5105.38-M

January 1995

GUIDELINES FOR FOREIGN MILITARY FINANCING
OF DIRECT COMMERCIAL CONTRACTS

In 1984 the U.S. Department of Defense (DoD) established guidelines for the processing and
review of commercial contracts for direct purchase from U.S. firms of U.S. defense articles and
services to be financed with funds appropriated by the Congress. These guidelines have been
revised as necessary and this guideline revision supersedes the guidelines dated 22 July 1991.

The financing of direct commercial contracts is under continual review including scrutiny by
the General Accounting Office, the DoD Inspector General, the Department of Justice, and the
Congress. Accordingly, this revision of the guidelines reflects DoD's effort to minimize
vulnerability to waste, fraud, and abuse.

Currently, there are specific policies and procedures in the Federal Acquisition Regulation
(FAR) and the Security Assistance Management Manual (SAMM), DoD 5105.38-M, which apply
to government-to-government Foreign Military Sales (FMS) cases. The following guidelines
establish similar policies and procedures for the use of foreign military financing of direct
commercial contracts between U.S. industry and foreign countries.

Foreign military financing (FMF) may be used, when approved on a case-by-case basis by the
Defense Security Assistance Agency (DSAA), for the purchase of defense articles, defense
services, and design and construction services from U.S. defense contractors on a direct
commercial basis. However, as indicated in the financing agreement to which the U.S.
Government and the foreign governments are parties, the U.S. Government is under no obligation
to approve any specific commercial contract for FMF.

The following guidelines serve as the basis for DSAA review of the
purchasers request for approval to use FMF to fund direct commercial contracts
(NOTE: Guideline changes are indicated by bold face type):

1. Direct commercial contracts (DCCs) normally will not be permitted for
items that are standard to DoD, e.g., items that have national stock numbers.
However, the purchasing country may request exceptions from DSAA for the
commercial procurement of standard DoD items. When doing so, the purchasing
country must provide written justification to DSAA supporting its request. The
justification should include the item description, required delivery date, and any
other information which may be pertinent to the exception decision. In those
instances where additional information regarding availability, performance,
characteristics, releasability, etc. are required, DSAA will consult with the
appropriate U.S. military department (MilDep).

A. Purchaser representatives should allow approximately 60 days for
DSAA to process an exception request and provide a decision in writing on the
exception.

B. If DSAA has approved use of the direct commercial contracting
channel to meet the requirement, the purchaser may then submit a contract to
DSAA for consideration of FMF. When the contract is submitted for review, the
purchaser must attach the exception letter issued by DSAA.

TABLE 902-6. Guidelines for FMF of Direct Commercial Contracts **
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2. Direct commercial contracts will be permitted for procurement of non-
standard items, e.g., items that do not have a national stock number. The
purchasing country must demonstrate that the items are non-standard by providing
cataloging data or information received from the MilDeps.

3. The use of FMF for DCCs will be permitted for the development and
procurement of major country-unique systems. The purchaser should consult
with DSAA and receive approval prior to proceeding with contract negotiations on
major unique systems. Written justification supporting the purchaser's request to
use the DCC channel should be provided to DSAA as far in advance as possible,
but not less than 60 days before solicitation of offers or initiation of contract
negotiations. This will allow sufficient time to evaluate the proposed acquisition
and, if necessary, consult with the appropriate U.S. MilDep. If justification is
not provided to the DSAA prior to submission of a contract, it may result in a
delay in the processing of the request for funding approval or in the return of the
contract without review.

4. Purchases must be from U.S. incorporated firms licensed to do business in the United
States.

5. The goods and services purchased must be manufactured and assembled in
the United States, purchased from U. S. firms, and composed of U.S.-origin
components and services. An exception for FMF may be considered for those
items originally manufactured in the U.S. and purchased by a U.S. contractor
from foreign sources. In the event that the purchase of a U.S. end item consists of both U.S.
and non-U.S. components and services, only the value of the U.S. components and services will
normally be financed.

A. Non-U.S. content which is an integral part of end items manufactured in the United
States may be eligible for FMF under certain limited circumstances. Such financing will be
considered when the DoD has procured or is procuring the item from the same source.

B. Contracts should specify any non-U.S.-origin content, e.g., items, components or
services. If not identified in the contract, non-U.S. content must be identified to DSAA by the
purchaser in supporting documents. To facilitate this, the contractor is required to identify to the
purchaser any non-U.S. content, the corresponding value contained in the contract, and where
applicable, supporting documentation to demonstrate that DoD has procured or is procuring the
non-U.S. origin items, components, or services from the same non-U.S. source. Supporting
documentation should include the DoD contract number(s) under which the non-U.S. content was
purchased, if appropriate, and any other pertinent information. Assembly is required to be
perfomnied in the United States.

C. Any license fee to be paid by the contractor to a non-U.S. entity should be identified
as non-U.S. content.

D. Expenses incurred by foreign subsidiaries of U.S. companies are not
considered to be U.S.-content. Reasonable expenses for support of U.S.
contractor personnel in-country are considered U.S. content and may be FMF-
funded.

TABLE 902-6. (Continued)
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6. Contracts for less than $100,000 will not normally be approved for FMF. All
amendments to commercial contracts funded with FMF must be submitted to DSAA for review and
approval. The amendments should be submitted in chronological order and numbered accordingly.
The total value of each contract, purchase order, or amendment must be for $100,000 or more.
Contracts, purchase orders, or amendments for less than $100,000 will not be approved for FMF.
(Note: No-cost amendments which do not change contract scope must be reviewed and approved
in the same manner).

A. Any contract change which adds or deletes previously contracted
items must be accomplished through contract amendment, e.g., substituting items
for items being deleted, adding new items to the contract or deleting items from
the contract. If the contractor has previously received payment for the items
deleted and not replaced, the contractor will be required to refund the amount of
these payments and reduce the contract price accordingly.

B. Amendments requiring additional FMF will not normally be approved
later than five years from the date DSAA approved financing of the basic contract.
A request for exception may be considered if sufficient justification is provided to
DSAA by the purchaser.

7. Requesting FMF funding for purchases containing offset provisions as a condition for
securing the purchase is not encouraged. Offset provisions are agreements by the seller to make
investments or procurements in a country other than the United States, either concurrent with or
subsequent to the purchase for which fimancing is being requested.

A. FMF grants may not be used to pay for offsets, to include direct
offsets or the related costs of offset administration. A direct offset is the
procurement of a non-U.S. made component required by the purchasing country,
for incorporation or installation in a U.S.-produced end item being sold.

B. FMF credits may not be used to pay for offsets, to include direct
offsets. If the contract is wholly financed with repayable FMF credit or with
repayable FMF credit and foreign purchaser funds, the offset administration costs
may be included in a direct commercial contract. The purchasing country must be
informed of the inclusion of the offset administration costs during contract
negotiations.

8. Commissions or contingent fees will not be FMF funded. Additionally,
such commissions or fees will be treated as an unallowable cost under the
contract. Therefore, no element of commissions or contingent fees may be
included in the contract funded by the United States Government. When
commissions or contingent fees related to the sale will be paid with other than
FMF funding, the contractor will so advise DSAA at the time the contract is
presented for funding approval. The contractor shall maintain an available systiem
of accounts sufficient to demonstrate that no element of commission of contingent
fee is contained in the contract funded by the United States Government.

9. Purchase agreements should be made directly with the prime manufacturer of the defense
article or service if possible, and the contractor is expected to add value to the product being sold.

TABLE 902-6. (Continued)
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A. If the items or services are available from production in the United States, purchases
of materiel should be made to the maximum extent feasible from the prime manufacturer of
assemblies or items, the assembler or a U.S.-based distributor licensed by the manufacturer who
has had a long standing relationship with the manufacturer and who has been provided with
general domestic and/or international sales regions.

B. A prime contractor must demonstrate to the DSAA (by means of a DoD preaward
survey or other means) its capability--including, e.g., expertise, experience, plant, and financial
soundness--to perform by itself a substantial portion of the work. Prior successful completion of
recent direct commercial contracts financed with FMF funds or DoD contracts for the same or
essentially similar items shall normally satisfy this requirement.

C. Funding with FMF will not be considered for a procurement agent, broker, import-
export firm or other intermediary unless justified by factors relating to specific country needs and
the country's abilities to conduct commercial contracting. A request for exception will be
considered if sufficient justification is provided by the purchasing government as to why the
purchase is sought from a finn other than the manufacturer.

D. A list of suppliers and subcontractors for the proposed contract, showing names,
addresses, and the materiel and services to be procured by the intermediary (i.e. prime contractor)
must be provided as part of the purchasing government's justification. Such intermediaries are
required to identify names and addresses of all projected suppliers and subcontractors applicable to
this contract. In such a case it is assumed that the purchasing government will be aware of the
extent of additional cost or markup by the intermediary and that such data can be provided upon
request.

10. U.S. firms which are selling or have sold the same items to DoD are generally recognized
as having adequate production capabilities and having previously performed on their contracts in a
satisfactory manner. It is recognized that many small businesses or finrs that have not previously
sold to the DoD may be the best qualified to provide articles or services unique to country needs.
To verify the contractors' statements and determine their capability to perform under the contract
terms, a DoD preaward survey may be required as a condition of FMF approval. Such preaward
surveys normally are not required for firms with previous DoD contracting experience.

11. Contractors and country representatives should plan for the time required by DoD to
perform the processing necessary to determine the extent of FMF authorization. The processing
time for contracts that are fully in compliance with these guidelines is approximately 60 days. The
purchasing country is responsible for providing the contractor with a copy of
DSAA Guidelines together with the Contractor's Certification. If the contract is
submitted without the required certification, the contract will be returned to the
purchaser for inclusion of such data. When the prospective purchase is from a contractor
that does not regularly sell to the U.S. Government, the purchaser should set a commencement
date for the contract that allows at least an additional 30 days for U.S. Government representatives
to conduct a survey of the contractor. Such a review and preaward survey may be required in
certain circumstances by DSAA as a condition for FMF of the contract.

12. FMF will not be approved for financing of direct commercial letters of credit which
assure payment to the supplier upon presentation by the supplier of invoices and/or delivery
documents. If the contract requires performance bonds or other forms of letters of guarantee from
the supplier, the use of a bank or financial institution chartered or incorporated in and doing
business in the United States is required for this purpose.
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13. The use of FMF will be approved for the financing of transportation
performed by U.S. carriers only.

A. For ocean transportation of FMF shipments, the contractor and the purchaser will
use, or cause to be used, privately owned U.S. flag commercial vessels. For contractor-originated
ocean shipments, the contractor will, within 20 days of loading, submit one legible copy of the
rated on-board ocean bill of lading for each shipment to: Chief, Division of National Cargo, Office
of Market Development, Maritime Administration, U.S. Department of Transportation, 400-7th
Street, S.W., Washington, DC 20590. The bill of lading will identify: contract number; name of
vessel; flag of registry; date and port of loading; port of final discharge; description, weight, and
value of cargo; and total ocean freight revenue. Any waivers (general, security, or non-
availability) will be in accordance with the country's agreement with DSAA. The waivers are
described in the agreements and may apply to either specific shipments or for a specific period of
financing. Contractors will include these requirements in subcontracts or purchase orders
applicable to this contract.

B. No payments will be made to freight forwarders with FMF unless,
prior to July 1, 1994, DSAA had authorized the purchasing country to use FMF-
funded DCCs to procure freight forwarding services. Rated, on-board bills of lading or
rated airway bills may be approved for direct payments to U.S. ocean or air carriers upon request.

14. FMF will not be approved for payments for travel, per diem, accommodations, lodging,
car rental, personal expenses, entertainment or other similar expenses of purchasing country
personnel in connection with a direct commercial purchase. Therefore, while these types of costs
may be cited in contracts submitted, they must be paid by the purchaser with national funds. If
such costs are included, either directly or indirectly, they must be expressly identified.

15. Any purchase agreement that provides for a refund, penalty, liquidated damages, bonding
provisions, or any other form of financial reimbursement to the purchasing country must be
structured to ensure that such payment is made by the contractor or designated agent (including the
contractor's commercial bank) directly and without undue delay, from the payor to the U.S.
Government. Should the purchaser exercise a drawdown on a U.S. private letter of
credit, it must ensure that the funds are transferred directly from the payor to the
U.S. Treasury.

A. Bonding and guarantee documents, such as Performance Bonds, Letters of
Guarantee, Letters of Credit, and any other such instrument that is established by the contractor or
his agent pursuant to the Purchase Agreement, must be received at the Defense Finance and
Accounting Service (DFAS) Denver and made part of the Purchase Agreement file as a prerequisite
to disbursement of FMF funds to the contractor. Bonding and guarantee documents lacking
adequate provisions to ensure prompt payment to the U.S. Government will not be accepted but
will be returned for revision, and the pertinent Purchase Agreement will be held in abeyance until
this requirement is satisfied.

B. Reimbursement payments must be remitted to the addresses noted below. These
payments, when received by the DFAS Denver, will be credited to the purchasing country's FMS
trust fund account and become available for application by the country to any FMS or commercial
case approved for FMF. Any financial reimbursement relating to the Purchase Agreement which is
equal to or less than the FMF funds paid by the DSAA on the Purchase Agreement will become
available for application by the country to any FMS or commercial case approved for FMF. In the
event that the amount of reimbursement exceeds the amount of FMF funds paid by the DSAA on
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that Purchase Agreement, the excess amount of that reimbursement will be credited to the countrys
FMS trust fund account and become available to the country for application as "cash" to FMS
cases.

C. Remittances should be processed as follows:

Payments by check must be accompanied by a letter which identifies the purchasing
country and the DSAA case identifier. The check must be made payable to the "United States
Treasury" and mailed to:

Defense Finance and Accounting Service (DFAS)
DE-FCC
Denver, CO 80279-5000

Payments by wire transfer should be transferred as follows:
United States Treasury
New York, New York
0210-3000-004
DFAS/SAAC
Agency Code 3801

Refund from: (Name of Company)
for purchase made by the Government of

tl under DSAA casel(Identifier)

16. Contracts should include all essential contract elements. Complete copies of all
provisions of contracts are required for DoD review for FMF funding. The purchaser must also
submit to DSAA for review all subsequent modifications, amendments, or side letters/
supplementary agreements which affect the contractual relationship between the buyer and the
seller on FMF contracts.

17. DSAA requires that contractors doing business with the purchaser execute
certain notices and certifications as part of both the proposal and the contracting
processes. The execution of these documents is a prerequisite for receipt of
DSAA approval to use FMF funds to finance purchaser contracts. The
CONTRACTOR'S CERTIFICATION AND AGREEMENT WITH DEFENSE SECURITY
ASSISTANCE AGENCY is required to be signed by the contractor and submitted by the
purchaser to the DSAA when the contract is provided for funding review. The date of the current
agreement form is January 1995.

18. All FMF-funded DCCs are subject to audit by the Defense Contract Audit
Agency (DCAA). DCAA will perform audits, at the U.S. Government expense, to
ensure contractor's compliance with the contractor's certification. DCAA audits
may be performed at any time up to three years following receipt by the contractor
of the final payment on the contract.

19. The Defense Contract Management Command (DCMC) can perform quality assurance
services if desired by the contractual parties or if directed by DSAA.
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A. The cost of DCMC quality assurance services may be included in the contract and
paid to the DFAS by the contractor on behalf of the purchaser, however, the purchasing country is
required to arrange for these services through an FMS agreement with the DCMC.

B. For some contracts or purchase orders, the DSAA may require that a DCMC quality
assurance verification be performed before delivery of the materiel to assure that the quality of the
materiel is in accordance with contract terms, or for DoD standard items, U.S. Military
specifications. In the event that the DSAA determines that such quality assurance is required, the
purchaser will be notified when the contract is reviewed that DoD quality assurance services from
the Defense Logistics Agency (DLA), through the DCMC International Logistics Office (ILO) in
New York, are required as a condition for FMF of the contract.

20. It is highly recommended that several U.S. manufacturers be contacted by
the purchaser for solicitation of offers to meet their specific needs. All contracts
awarded on a competitive basis will require the purchaser to identify, in writing,
the various contractors solicited and the prices submitted. If the lowest offeror
was not selected, the purchaser must provide justification explaining the basis for
the contract award. If this information is not provided, the contract will be
returned to the purchaser for inclusion of such data.

21. Field pricing support is required prior to contract award for all sole-
source procurements of $500,000 or more. DCMC, with DCAA assistance as
required, will provide field pricing support, at the purchaser's expense, as a
condition for FMF funding of the contract. The purchaser must provide a copy of
the offer to DCMC for its use in providing this support.

A. The DCMC-ILO, with DCAA assistance as required, will perform
price and cost analyses and technical evaluations to determine price
reasonableness of offers submitted. The purchaser should allow at least 45 days
for the U.S. Government representative to perform these analyses. The DCMC-
ILO will provide a copy of the price and cost analysis reports to the purchaser.

B. The purchasing country must include a copy of the price and cost
analysis as part of the justification submitted to DSAA in support of its request to
use FMF to fund a contract.

C. The purchasing country will be required to pay for this service under
an FMS Letter of Offer and Acceptance (LOA) negotiated with DLA.

D. On all amendments of $500,000 or more for contracts previously
approved for FMF funding the purchaser will consult with DSAA to determine if a
price and cost analysis review will be required.

E. The purchaser is required to incorporate the contract clauses in
Enclosure 3 into its requests for proposL.l on FMF-funded DCCs.

22. On all contracts of $500,000 or more (sole source or competitive awards)
the purchasing country is required to contract with DCMC for contract
administration services using a DLA FMS case. At a minimum, DCMC will
monitor the contractor's performance to ensure compliance with the DSAA
Contractor's Certification throughout the life of the contract. The purchaser is
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required to incorporate the contract clauses at Enclosure 3 into its FMF-funded
DCCs of $500,000 or more.

23. The contracts or purchase orders must clearly identify the amount of any
contract financing payments and be in accordance with the following limitations:

A. The purchasing country is responsible for demonstrating the
reasonableness and safety of contract financing arrangements.

B. Advance payments for FMF-funded DCCs may include a total amount
of not more than 15 percent of the contract price, in advance of any performance
under the contract. The purchasing country shall obtain adequate security for
such payments in accordance with paragraph F below.

C. Contract financing arrangements may provide for payments to be made
on the basis of accomplishment of specific milestones detailed in the contract, or
other basis such as installments. Installments shall be payable no more
frequently than quarterly.

D. Cumulative contract financing shall not exceed 85 percent of the
contract price of undelivered items. See F below for security requirements.

E. Full contract payment shall not be made until after full performance of
the contract.

F. All unliquidated advance and interim financing payments shall be
secured by guarantee documents, such as Letters of Guarantee, Letters of Credit,
or Performance Bonds from a U.S. bank or financial institution chartered in and
doing business in the United States. Copies of guarantee documents must be
submitted with the contracts or purchase orders when submitted for funding
approval. The security shall be at least equal to the amount of the unliquidated
contract financing. Guarantee documents lacking adequate provisions to ensure
prompt payment to the U.S. Government will not be accepted but will be returned
for revision, and the pertinent Purchase Agreement will not be approved until this
requirement is satisfied.

G. Purchasing countries may not assess charges to United States contractors for
processing contracts or invoices for payment. FMF will be withdrawn if such charges are
determined to h...'e been assessed or if the purchasing country representatives have solicited U.S.
contractors to plovide free materiel, services, advertising, or other similar forms of benefits as a
condition of award of a contract or processing of invoices.

H. After validation of invoices, the purchasing country should submit
them within 60 days of receipt from the contractor to DFAS Denver for payment.

24. If the contractor otherwise contracts with DoD, the contractor must comply with
approved cost accounting standards. FMF may be disallowed for contracts which result in
additional costs being transferred to the DoD. The DCAA has expressed concerns about the
formation by U.S. prime contractors of separate corporate segments to conduct foreign sales. In
some cases, when significant intracompany contracting is involved, the resulting allocations of
costs are inconsistent with cost accounting standards and result unjustifiably in the allocation of
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additional costs to DoD contracts. If DoD prime contractors establish separate companies or other
corporate segments for the purpose of conducting foreign sales and request FMF for sales by such
segments, DSAA will request DCAA review of the transaction. FMF will be approved only upon
confirmation by the DCAA that the arrmngement is consistent with cost accounting standards and
that there would be no unjustifiable additional cost on DoD contracts with the prime contractor.

25. DSAA is not staffed in a manner which would enable it to conduct independent
debarment or suspension proceedings. Therefore, with respect to approval of financing for U.S.
contractors, DSAA relies heavily on the experiences of other U.S. Government agencies which are
empowered to debar/suspend contractors for cause.

A. Contracts will not be approved for U.S. suppliers which are included in the U.S.
General Services Administration List of Parties Excluded From Federal Procurement or
Nonprocurement Programs, the U.S. Commerce List of Denial Orders Currently Affecting Export
Privileges or similar deterninations in which the U.S. Department of State has made certain
contractors ineligible to export material under the International Traffic in Arms Regulations.
Should contracts involving such suppliers be submitted to DSAA, they will be returned to the
prospective purchaser without action with the appropriate indication as to the Agency which has
initiated the action of debarment or suspension. A copy of the letter will be furnished to the
contractor involved.

B. The action required before such contracts can be considered for FMF is for the U.S.
contractor involved to take appropriate administrative or legal steps to remove the relevant
organization or individual from the debarment/suspension list. Such action should be taken
directly with the Agency which has debarment responsibility.

26. If the contract includes a requirement for insurance, the use of a U.S. insurance firm is
required.

27. If the contract includes an arbitration clause, the location of the arbitration must be
identified as in either the United States or a mutually agreed third country and not in the purchaser
country.

28. Contracts and supporting documentation should be submitted by the purchasing country
to the following address:

Defense Security Assistance Agency
ATrN: Operations Management Division (OPS-MGT)
Washington, DC 20301-2800

29. Inquiries concerning these polices and procedures or the contract review process should
be directed to the above address or by phone to (703) 604-6635.

Enclosures
As stated
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ESSENTIAL CONTRACT ELEMENTS

1. Elements that MUST be included in the contract

a. Country

b. Complete identification of U.S. Contractor to include name, address, and telephone
number

c. Contract number

d. Complete nomenclature of defense articles and description of services to be provided

e. Complete description of quantities and prices

f. Complete description of financial arra.ngements:

- Unit prices

- Advance payment

- Payment schedule (to include method of liquidating advance payment based on
deliveries)

g. Contract clauses for contract administration

h. Identification of shipment terms

I. Identification of any guarantee documents or clauses that could result in a refund to the
purchaser, such as but not limited to:

- Advance payment guarantee documents

- Interim payment guarantee documents

- Liquidated damages

j. - Acceptance (signature) by both parties

Enclosure I
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2. Elements that must be provided and can either be included in the contract. or submitted
separately to DSAA by the Purchaser when the contract is submitted for FMF Funding
lWPLyal

a. Identification of the non-U.S. origin components and services (Note: Raw materials and
items procured by a manufacturer from both U.S. and foreign sources, which are not
ordinarily segregated by origin, and are incorporated on an interchangeable basis into the
manufacturer's products, need not be identified.)

b. Identification of offsets or countemtade requirements or agreements.

c. Contractor's Certification.

d. List of Offerors and prices submitted on competitive procurements.

e. Justification for selection of other than the lowest offeror on competitive
contracts.

f. Copy of DSAA approval of exception to use a direct commercial contract
(if applicable).

g. Justification for procurement of non-standard items (if applicable).

h. Guarantee documents.
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REQUESTS FOR EXCEPTIONS FOR STANDARD DOD ITEMS AND
JUSTIFICATION FOR MAJOR-UNIQUE SYSTEMS TO BE FUNDED WITH

U.S. FOREIGN MILITARY FINANCING FUNDS MUST INCLUDE THE
FOLLOWING:

A. Country:

B. Identification of Requirements:

(1) U.S. Defense Items or Services:

(2) Quantity:

(3) Estimated Purchase Agreement Value: $

(4) Projected date of submission of contract to DSAA for funding approval:

(5) Required delivery date

C. Basis for requesting exception to allow FMF funding of a Direct Commercial
Contract, including, but not limited to the following:

(1) Statement as to why FMS is not considered appropriate

(2) Anticipated source of goods or services

Enclosure 2

TABLE 902-6. (Continued)

902-56 Change No. 7, 5 January 1996



DOD 5105.38-M

REQUESTS FOR PROPOSAL AND CONTRACT CLAUSES

The following clauses are required to be incorporated into requests for
proposal for sole source contracts of $500,000 or more that will be funded with
FMF.

Field Pricing Support

1. As a condition of foreign military financing of the contract, the contractor
must agree to the requirement for field pricing support. This support will be
provided by Defense Contract Management Command (DCMC) and Defense
Contract Audit Agency and will normally include technical and cost analysis of
the contractor's proposal. (Enter Country Name) shall
request field pricing support through the DCMC International Logistics Office in
New York, NY. Field pricing support will include an audit review by the
cognizant contract audit activity before concluding negotiation of the contract or
any modification. The contractor is required to submit cost or pricing data in
connection with pricing of this contract or any modification to this contract which
affects the price of the contract.

2. The U.S. Government (USG) representatives shall have the right to
examine and audit all the contractor's books, records, documents, and other data,
related to proposing, negotiating, pricing, or performing the contract, in order to
evaluate the accuracy, completeness, and currency of the cost or pricing data.
The right of examination shall extend to all documents necessary to permit
adequate evaluation of the cost or pricing data submitted, along with the
computations and projections used. The contractor shall make available at its
office at all reasonable times the materials described above for examination,
audit, or reproduction, until 3 years after final payment under the contract.
General access to the offeror's books and financial records shall be limited to
USG representatives. The USG representatives shall verbally notify the
purchaser immediately of data provided that is so deficient as to preclude review,
or where the contractor has denied access to records or to cost or pricing data
considered essential to the performance of a satisfactory review. This verbal
notification shall be promptly confirmed in writing to the purchaser describing the
deficiency or the denial of access to data or records. A contractor's failure to
provide adequate cost and pricing data may disqualify the contract from
consideration for FMF approval.

3. Field pricing support is intended to give the purchaser a detailed analysis
of the proposal for use in contract negotiations to determine a fair and reasonable
price. It normally includes an audit review by the cognizant audit activity and a
technical analysis by DCMC.

a. Cost analysis will include, as appropriate:

1) Verification of cost or pricing data and evaluation of cost elements.

2) Evaluating the effect of the offeror's current practices on future
costs to ensure that the effects of inefficient or uneconomical past practices are
not projected into the future.
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b. Comparison of costs proposed by the offeror for individual cost
elements with:

1) Actual costs previously incurred by the same offeror;

2) Previous cost estimates from the offeror or from other offerors for
the same or similar items

3) Other cost estimates received in response to the purchaser's
request;

4) Independent cost estimates by technical personnel;

5) Forecasts or planned expenditures.

c. Verification that the offeror's cost submissions are in accordance with
U.S. DoD contract cost principles and procedures and, when applicable, the
requirements and procedures of the Cost Accounting Standards.

d. Review to determine that all cost or pricing data necessary to make the
contractor's proposal accurate, complete, and current has been either submitted or
identified in writing by the contractor.

e. Analysis of the results of any make-or-buy program reviews, in
evaluating subcontractor costs.

4. Technical analysis will include, at a minimum, a review and assessment
of: the quantities and kinds of material proposed; the need for the number and
kinds of labor hours and the labor mix; any special tooling and facilities
proposed; reasonableness of proposed scrap and spoilage factors; and any other
data that may be pertinent to the cost or price analysis.

5. Any subcontracts meeting the $500,000 or more threshold will be subject
to the same surveillance as the prime contractor.

Contract Administration

The following clause is required to be incorporated into all contracts of
$500,000 or more:

As a condition of FMF funding of the contract, the contractor agrees
that Defense Contract Management Command (DCMC) and Defense
Contract Audit Agency (DCAA) contract administration services will
be performed to ensure that the contractor is in compliance with the
Defense Security Assistance Agency (DSAA) Contractor's
Certification and Agreement. DCMC, with assistance of DCAA, will
perform contract administration services in accordance with the
contractor's certification. DCAA will perform audits on contracts to
ensure contractor's compliance with the contractor's certification.
DCMC/DCAA contract administration services will be provided over
the life of the contract. Other contract administration services that
are available to the purchaser are outlined in FAR 42.302.
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TABLE 902-7 ** '

CONTRACTORS CERTIFICATION AND AGREEMENT

WITH DEFENSE SECURITY ASSISTANCE AGENCY

Version effective
January 1995

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

Contractor's Name:
Contractor's Address:

Purchaser: Government of

Contract Number: _ Contract Date:_
AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

The Contractor named above, in entering into an agreement to sell defense articles, defense
services, or design and construction services to the foreign government listed above as the
purchaser, hereby acknowledges that the sum to be claimed as due and owing under the contract or
proforma invoice identified above (hereafter sometimes referred to as the "Purchase Agreement") is
to be paid, in whole or in part, to the Contractor from U.S. Government funds made available to
the foreign government under the provisions of the Arms Export Control Act, as amended. In
consideration of the receipt of such sum, the Contractor certifies to and agrees with the U.S.
Government, as represented by the Defense Security Assistance Agency (DSAA), the following:

1. Agrees that an authorized representative of the Department of Defense or other authorized
representative of the Government of the United States shall, for a period of three years following
receipt of the final payment made by DSAA on this Purchase Agreement, have access to and the
right to examine any of the Contractor's directly pertinent books, documents, papers, or other
records involving transactions related to this contract.

2. Agrees that on all sole source procurements of $500,000 or more, and in other circumstances
when required by the purchasing country, the contractor will allow the Defense Contract
Management Command (DCMC) to conduct pricing reviews, at the purchaser's expense, as a
condition for FMF funding of the contract.

3. Agrees to permit DCMC and the Defense Contract Audit Agency to perform contract
administrative services on all contracts of $500,000 or more (sole source or competitive) at the
purchaser's expense.

4. Agrees to include in subcontracts under this contract, a clause to the *effect that authorized
representatives of the Government of the United States shall have access to and the right to
examine, for a period of three years following the final payment to the Contractor by DSAA, any
of the subcontractor's directly pertinent books, documents, papers, or other records involving
transactions related to the subcontract. "Subcontract," for the purposes of this certification and
agreement, is defined as all subsidiary agreements and purchase orders except: (a) those orders
less than $10,000 in value, (b) those orders in implementation of a Purchase Agreement awarded
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by the foreign government to the Contractor on a competitive lowest responsive bid basis, (c) those
orders for common hardware items purchased at widely circulated catalog prices, or (d) those
orders issued prior to and effective prior to date of the Purchase Agreement identified above.

5. Agrees that all provisions in the certification apply to all subcontractors. Agrees that it is the
prime contractor's responsibility on all subcontracts to obtain the written compliance to the
certification signed by the prime contractor from its first and second tier subcontractors.

6. Agrees to include in the written terms and conditions of each such subcontract a prominently
displayed statement that United States Government funds will be used to finance such subcontract,
and that acceptance of the subcontract order will constitute acknowledgment of such notification of
U.S. Government (USG) financing.

7. Certifies and agrees that no bribes, rebates, gifts, kickbacks or gratuities, which are intended
to secure the Purchase Agreement or favorable treatment under the Purchase Agreement or for any
other purpose relating to the Purchase Agreement, have been or will be directly or indirectly
offered or given contrary to United States law to, or have been or will be arranged contrary to
United States law with, officers, officials, or employees of the purchaser by the Contractor, its
employees or agents.

8. Agrees to include in the written terms and conditions of each such subcontract applicable to
this contract a prominently displayed statement that acceptance and implementation of the
subcontract constitutes a declaration and agreement by the principal executive officers of the
subcontractor that no bribes, rebates, gifts, kickbacks, or gratuities, which are intended to secure
the Purchase Agreement or the subcontract for favorable treatment under such agreements or for
any other purpose relating to the Purchase Agreement or the subcontract have been or will be
directly or indirectly offered or given contrary to United States law to, or have been or will be
arranged contrary to United States law with, officers, officials or employees of the purchaser by
the subcontract, its employees or agents.

9. Agrees that the U.S. Government has the right, without accruing any liability, to suspend the
financing of this Purchase Agreement on the instruction of the purchaser or for any suspected or
confirmed misrepresentation or violation of any certification or agreement provided by this
Contractor to obtain such financing.

10. Certifies that, unless identified below, the materiel or components to be provided under the
Purchase Agreement are of U.S. manufacture. Agrees that, if DSAA approves financing of the
dollar value of non-U.S. origin components or services stated in this certification, or a specified
dollar value of non-U.S. origin content, this value will not be exceeded. Certifies that the dollar
value of all non-U.S. origin or non-U.S. manufactured items and components, and non-U.S.
services procured or to be procured specifically for this Purchase Agreement is indicated below.
The value of raw materials and common hardware items which are procured by a manufacturer
from both U.S. and foreign sources, are not ordinarily segregated by origin, and are incorporated
on a interchangeable basis into the manufacturer's products need not be identified.

$ (Total dollar value of non-U.S. origin components and services in the
Purchase Agreement)

11. Certifies that all non-U.S. goods and services will be identified prior to approval of foreign
military financing. Agrees to identify to DSAA, prior to the purchase, any change to the non-U.S.
goods and services declared in paragraph 10 above. Certifies that if foreign military financing
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funds are denied either in whole or part, that these costs will not be financed with USG funds
received from the U.S. Government under the Purchase Agreement either directly or indirectly and
a direct charge must not be charged to the contract in the contractor's internal accounting records.

12. Certifies that no element of the Purchase Agreement includes any commission or other
contingent fee.

13. Certifies that funds received by the Contractor from the U.S. Government under the Purchase
Agreement will not be used to purchase services, other than those described in paragraphs 10
above, utilized in the performance of the Purchase Agreement from non-U.S. contractors or
individuals that are not resident in the United States, unless the financing of such services is
expressly authorized by the DSAA.

14. Agrees to identify the full amount of any advance payment received under the Purchase
Agreement in its accounting records as an advance payment, to apply these funds solely to the
performance of obligations under this Purchase Agreement, and to provide a clear audit trail on the
use of these funds. Agrees to certify on the advance payment invoice that the total amount of the
payment requested does not exceed 15 percent of the contract price. Agrees to include in the
written terms and conditions of each subcontract a prominently displayed statement that acceptance
and implementation of the subcontract constitutes agreement by the subcontractor to identify the
full amount of any payment received under the subcontract in its accounting records and to provide
a clear audit trail of the use of these funds.

15. Agrees that export transportation costs financed under terms of the Purchase Agreement will
be paid only to steamship, barge, tug, and airline companies of United States registry. Agrees that
amounts billed for such transportation shall be only the cost for shipping the defense articles
provided under the terms of the Purchase Agreement. Freight forwarder services are not
authorized for FMF funding unless specifically authorized by DSAA.

16. Certifies that the cost of transportation, lodging, meals, entertainment and other personal
support costs incurred by or on behalf of the purchaser's personnel relating in any way directly or
indirectly to this contract will not be paid by the contractor.

17. Certifies that the full extent of the contractual relationship between the Contractor and the
purchasing government, as it pertains to this Purchase Agreement, consists of: (list articles,
clauses, annexes, exhibits, appendices, letters, purchase orders, etc)

and recognizes that the U.S. Government makes no commitment to finance any additional or
subsequent agreements related to this Purchase Agreement.

18. Agrees that the Contractor's invoices will be prepared in accordance with the relevant
provisions of the Purchase Agreement and will be submitted through the purchaser for presentation
to the DSAA for payment, as follows:

a. As a minimum, the invoices must: (1) reflect the amount due and payment due date; (2)
specify whether the amount billed is a down payment, progress/milestone payment, or delivery
payment; (3) list the items and services delivered for which payment is requested; (4) indicate by a
separate entry the transportation costs, if not included in the item price; (5) designate the FOB point
and "ship to" address; (6) designate the address to where the payment should be sent; (7) provide
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the name of the carrier(s) to be used from the U.S. Port Of Embarkation whenever the amount
being billed includes the "cost, insurance, and freight (CIF) terms of delivery of invoiced items to a
destination point outside the United States; and (8) be supported by a copy of freight bills, air way
bills, or rated on-board bills-of-lading, fully accounting for the cost of inland and export
transportation of the items covered by the invoice for which payment is requested. If the
Contractor pays for the transportation, whether the transportation cost is included in the price of the
item or billed separately to the Purchaser, bills-of-lading or air way bills must be submitted with
the invoice for which payment is requested. A copy of the invoice for the cost of any insurance
coverage on the shipment must also be submitted along with the shipping documents.

b. If the contractor is not paying for the export transportation costs, the Contractor will
submit a certification with the invoice as follows:

The (Contractor) acknowledges that U.S. Government funds are being used by the
Government of to finance this purchase and certifies that no shipping cost
has been incurred by this firm for exporting this materiel from the United States and no shipping
cost is included in the sales price or otherwise included in the invoiced amount for which payment
is requested.

c. All Contractor's invoices must be submitted with the following certification:

The (Contractor) acknowledges U.S. Government funds are being used by the Government
of to finance this purchase and certifies that the invoice(s) submitted
with respect thereto are free from any material false statement or misrepresentation and do not omit
any material facts.

19. Agrees that any penalty payment, refund, or other reimbursement due to the purchaser
pursuant to this Purchase Agreement will be paid to the U.S. Government for credit to the FMS
trust fund account of the purchaser. Agrees to ensure that the DFAS Denver receives a copy of the
bonding or guarantee documents, such as Performance Bonds or Letters of Guarantee applicable to
this Purchase Agreement.

20. Certifies that neither the Contractor nor any of its employees are suspended or debarred from
conducting business with any agency of the U.S. Government and that export privileges are not
suspended or revoked. Agrees that no such suspended or debarred firms will be used as a source
of supplies or as a subcontractor for this Purchase Agreement.

21. In addition to the agreement in paragraph 1 above and for purposes of facilitating official U.S.
Government inquiries to determine whether criminal offenses may have been committed regarding
the use, disbursement, or other disposition of funds made available under the U.S. Arms Export
Control Act, to finance this Purchase Agreement, agrees:

(a) to identify and to consent to the disclosure of the following accounts to, and at the request

of, the U.S. Department of Defense, the U.S. Department of Justice, or U.S. Federal grand juries:

(1) accounts wherever located in the name of such Contractor, and

(2) accounts located outside the United States in the name of the principal executive officers
of such Contractor (and any nominees) who have been personally and substantially involved in this
Purchase Agreement.

TABLE 902-7. (Continued)

902-62 Change No. 7, 5 January 1996



DOD 5105.38-M

(b) for these purposes to include in the written terms and conditions of each subcontract (as
defined in paragraph 4 above) applicable to this Purchase Agreement a statement that acceptance
and implementation of the subcontract constitutes agreement by the subcontractor to identify and to
consent to the disclosure of the following accounts to (and at the request of) the U.S. Department
of Defense, or the U.S. Department of Justice, or U.S. Federal grand juries:

(1) accounts wherever located in the name of such subcontractor or supplier;, and

(2) accounts located outside the United States in the name of the principal executive officers
of such subcontractor or supplier (and any nominees) who have been personally and substantially
involved in this subcontract under the Purchase Agreement.

The term "consent to the disclosure" for purposes of sub-paragraphs (a) and (b) of this paragraph
includes an agreement to provide consent documents authorizing the disclosure of such information
upon request.

22. By signature below, the named individuals hereby separately certify: (1) that he or she has
actual authority to sign on behalf of the Contractor and to bind the Contractor with regard to all
agreements and certifications contained hereon; (2) that this certification and agreement is being
signed and submitted for the purpose of receiving payment under terms of the above listed
Purchase Agreement to be financed by U.S. Government funds; and (3) that the information
provided in this Certification and Agreement is complete and correct to the best of each signatory's
knowledge and belief after each has taken appropriate steps to verify the accuracy thereof. The
person(s) signing the Purchase Agreement may not also sign this Certification and Agreement. In
the event that the Contractor is a partnership, two general partners are required to sign this
Certification and Agreement.

I Certify under penalty of perjury that the foregoing is true and correct to the best of my knowledge
based upon: (1) written representation made to me by identifiable individuals within this company
and which representations will be maintained for five years after receipt of the final payment made
by DSAA on this Purchase Agreement; or (2) that I have exercised personal due diligence to
ascertain that all statements in this certification are true and correct.

VICE PRESIDENT (OR MORE SENIOR TREASURER, COMPTROLLER,
OFFICIAL) HAVING SUPERVISORY OR OTHER SENIOR FISCAL
RESPONSIBILITIES OVER THE MAKING OFFICIAL
OF THIS PURCHASE AGREEMENT

(Signature) (Signature)

(Typed name) (Typed name)

(Yitle) (Title)

(Date) (Date)
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TABLE 902-8

NOTIFICATION OF REQUIREMENTS FOR DIRECT ACQUISITION
TO BE FUNDED WITH US FMS LOAN FUNDS

A. Country:

B. Identification of Requirements:

1. US Defense Items or Services:

2. Quantity:

3. Estimated Purchase Agreement Value: $

4. Projected date of submission of contract to DSAA for funding approval:

C. Comments: (Include information regarding firms to receive bid requests and your
competitive acquisition process)

TABLE 902-8. Notification of Requirements for Direct Acquisition to be
Funded with US FMS Loan Funds
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TABLE 902-9

DETERMINATION

Pursuant to Section 42(c) of the Arms Export Control Act and the authority thereunder
delegated by Executive Order 11958 to the Secretary of Defense (and successively redelegated on
February 12, 1972, and February 24, 1972, to the Director, DSAA, or, in his absence, the Deputy
Director, DSAA), I hereby determine that procurement outside the United States

[for the Government of (couny under a Letter of Offer and Acceptance]

[by the Government of (cunayL pursuant to a direct commercial contract]

of (generaI description of defense articles or services) will not result in adverse effects upon the
economy of the United States or the industrial mobilization base, and I therefore authorize the use
of Foreign Military Financing funds made available to the Government of (==) for such
procurement.

DATE:
Director, DSAA

cc: Comptroller, DSAA

CONCURRENCES:

Department of the Treasury

Department of State
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SECTION 903 - TRANSPORTATION **

[The information in this section has been moved to section 80206.]
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National Telecommunications and Information Systems Security Committee (NISSC). Classified
material may not be released to students. See Paragraph 50111 regarding transmission of
classified material to foreign governments.

100007 MINIMUM STUDENT AGE. The minimum acceptable age for students receiving
SA training is 18 years, or 17 years with parental consent.

100008 SELF-INVITED VISITS. Self-invited visit requests should be submitted outside
SA channels, from the host country Washington Attacht to the cognizant IA in accordance with
applicable IA regulations.

100009 SECURITY ASSISTANCE NETWORK AUTOMATION PROGRAMS.
The Training Management System (TMS) software program is designed for program management
and control, utilizing the Integrated Standardized Training List as one of its principal data bases.
General policies concerning TMS and related SAN programs are included in Section 1504.
Detailed TMS and related SAN system interface procedures are contained in the SAN Training
User's Handbook, published by DISAM.
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A. Part One - General Information

1. Country Background. [A brief explanation of political, economic, military, and
cultural aspects of country that effect the SA training relationship with the US. Stated another way:
Why do we have a program with this particular country?]

2. Security Assistance Training Program Objectives.
[- Specific US program objectives.
- Host country objectives.

Significant accomplishments toward meeting objectives.
Future objectives and program requirements.]

3. Program Planning.

a. Program Development. [This should include a brief description of the
training planning process, highlighting the host country and SAO roles, problems (if any), and
plans for improvement.]

b. Explanation of host country capabilities and third country
provided training. [How do these affect this training program?]

c. Evaluation of prior year program successes or failures. [How do
these affect current program planning? This evaluation should answer the questions: (1) How
effective does the host country employ the skills and training of returning IMET graduates? (2)
How has training under the IMET program enhanced the professionalism and improved the
capabilities of the host country? (3) How has the IMET program, particularly the expanded IMET
program, contributed to effective defense resource management, concepts of civilian control of the
military, and respect for internally recognized human rights?] and (4) Give anecdotal examples of *
how the SA training program has furthered US access, interests, or objectives.]

d. Brief explanation of what is being done to build on successes and

correct failures.

B. Part Two - Program Summary.

1. Statistical Summary Chart for FMS only. [This is the standard chart already *
included in current "Two Year Plans" and 'Training AIASAs." The format is shown below.]

Three Year Training Program Summary Chart
Country Name IMET ($000)

Current Year Budget Year Planning Year
(IMET $ Level) (IMET $ Level) (IMET $ Level)
Students/$/ Students/$/ Students/S/

CONUS Training
PME
MGT
POSTGRAD
UPT/FLT

Table 1000-1. Two Year Training Plan (Page 1 of 4)
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TECH
or
Subtotal CONUS Training:
OCONUS TNG
Other

TNG Teams
Support

Sub Total Other
Total IMET Program:

FMS Training Programs should be broken out by total cases, students, training spaces, and dollars
as shown below:

Country Name FMS ($000)

Current Year Budget Year Planning Year

Total Cases
Total Students
Total Spaces
Total Dollars
Total Teams/Members]

2. Significant Training.

a. Mid and Senior Level PME Requirements. [Should show firm mid and,
senior level PME requirements for the budget year and estimated requirements for the plan year.
The schools that should be reported are shown below.

Mid and Senior Level PME Requirement

School [Number of Quotas Desired] by [Budget Year] Quotas by [Planning Year] Quotas
- National Defense University
- Army War College
- Navy Command College
- Air War College
- Army Command & Staff College
- Navy Staff College
- Air Command & Staff College
- USMC Command and Staff College
- Ained Forces Staff College
- Sergeants Major Academy

Justification: [Provide a five to six sentence paragraph to help the UCOM develop a priority list
and justification to support your request for PME quotas for the budget year only. Requests for *
NDU should specify either the National War College or Industrial College of the Armed Forces,
civilian or military option.]

b. Expanded IMET Requirements for Budget Year and Plan Year.
Report all Expanded IMET requirements. ,

Table 1000-1. Two Year Training Plan (Page 2 of 4)
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c. Other Significant Training. [Any other significant training the SAO
wishes to highlight as critical to implementation of the current year, budget year, or plan year
training program. Include non-SA education and training such as the Air Force aviation leadership
program and DoD regional centers. This section should include planned or anticipated major
equipment acquisitions that will require DoD training.]

3. Other US Funded Assistance Programs. Any other US assistance involving **
DoD support should be reflected in this section to include program description and funding levels
(such as INC and demining monies).

C. Part Three - Program Administration. [An update to annually reoccuring
administrative requirements. This will preclude submitting these individually throughout the year.]

1. Budget year holidays for international students (two in addition to US
holidays). [This is same information previously requested by DLIELC on behalf of the
MILDEPs each summer.]

2. IMET TLA factors for the budget year. [IMET cost sharing factors such as
cost of round trip air fare to CONUS; whether or not country will pay any or all of IMET TLA,
etc. This is same information SAOs provide to the MILDEPs in response to a SATFA message
each summer. See Table 1001-2.]

3. Break out of total projected budget year IMET funding allocation.
[Show the percentage and dollar value level, by US MILDEP. Navy data should include USMC
and USCG.]

D. Part Four - English Language Training. [Show a brief explanation of the
country's ELT, to include:

1. Status of language labs, including plans to upgrade those labs and plans to acquire
additional labs. SAOs should provide the current message address, mailing address, SAO phone
number, SAO datafax number, and "ship to" address for language labs/books and publications.
All level III and IV IMET funded labs require a waiver. Requests for waiver consideration are to,
be sent to the UCOM, info DSAA-Plans-PGM.

2. Plans to acquire English language software.

3. English language instructor training requirements.

4. Unique or special problems for students that train at DLIELC.

5. English language testing and training waivers (your recommendation for the
country's proper English language waiver category; e.g., waived from all testing, waived from in-
country testing, waived from the 55 minimum ECL to train at DLIELC)1

E. Part Five - Positions of Prominence. [Data should be reported annually in the two
year training plan in accordance with Section 1005.] *

Table 1000-1. Two Year Training Plan (Page 3 of 4)
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F. Part Six - Army Training. [Show information to elaborate on US Army training
programs. This section would include any OT, MTT, OJT, OBT, or special training requests for
the US Army, to include training associated with major equipment acquisition.]

G. Part Seven - Naval/Maritime Forces Training. [Elaborate on naval or maritime
forces training programs. This section would include any OT, MTT, OJT, OBT, or special
requests for US maritime forces training to include INM or ACS training programs, and training
associated with major equipment acquisition. This part should include sections for the US Navy,
Marine Corps, and Coast Guard.]

H. Part Eight - Air Force Training. [Information to elaborate on Air Force training
programs. It would include any OT, MTT, OJT, OBT, QUAL, FTD or special training requests
for the Air Force, to include training associated with major equipment acquisition.]

I. Part Nine - IMET Policy Waivers. [For IMET funded training that requires
specific approval in accordance with this chapter or separate UCOM guidance.]

Table 1000-1. Two Year Training Plan (Page 4 of 4)
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D. Minimum Duration of Student Training in US. Prior DSAA and UCOM
approval is required to program students for training in the US for less than eight weeks total
duration if all or part of the overseas travel is paid by IMET. If host country elects to fund round-
trip transoceanic travel, no approval is required to program such training. Mandatory CONUS
personnel processing or ELT will not be considered as part of the eight-week requirement. This
limitation does not apply to OTs or flag rank related courses conducted by the Defense Resources
Management Institute, those courses conducted by the US Army School of the Americas (SOA)
and IAAFA, Air Force physiological and physiological refresher training, and DISAM training.

E. High-Cost Training. IMET funds should not normally be used for high-cost
training, which is defined as any training or any single course of training with a tuition cost of
$30,000 or higher. However, selected high-cost training will be considered on a case-by-case
basis by DSAA and the UCOM. Training previously priced at less than the $30,000 high-cost
threshold which subsequently exceeds the threshold due to a price increase of not more than ten
percent does not require a waiver to the high-cost restriction.

F. Training Provided by Contractors. IMET funds are primarily intended to provide
DoD training. Training by US contractors will be considered only when the required training is
not available within DoD resources.

G. Training of Civilians. Training, f )efense civilians, non-defense ministry civilians, **
legislators, individuals who are not "nbei.s of the government (NGOs) under the Expanded
IMET program, training of defense c. ,ans for the express purpose of teaching, developing, or
managing in-country English language craining programs, and training of defense civilians in
counternarcotics related areas is authorized. Additionally, maritime law enforcement and other
maritime skills training for agencies which are non-defense, or agencies which perform a maritime
law enforcement mission, and other maritime skills training provided to a country which does not
have a standing armed forces is authorized. Training of civilians in other than these four areas
requires an exception to policy.

100106 POLICY AND LEGAL CONSTRAINTS THAT CANNOT BE WAIVED.
The following are expressly prohibited from IMET funding:

A. Training of Police Forces. FAA Sec 660 does not permit training of police forces.
"Police" as used in this prohibition includes military as well as civilian police if the military police
perform civilian law enforcement functions. Neither the name given to a unit by the foreign
government nor the ministerial authority under which it operates is sufficient in and of itself to
determine whether a particular force is a "police unit". The determining factor is the nature of the
function performed by that unit. Military police training of non-police personnel is permitted and
requires a certification that the individual will not be involved in any civilian law enforcement
activities for a period of two years. See Paragraph 100107.

B. Training Non-Defense Personnel. Personnel who are not members of the
requesting country' s defense establishment or armed forces are not eligible to be trained using
traditional IMET funding. This prohibition does not apply to Expanded IMET training of civilian
personnel from non- defense ministries or personnel from the country's legislature branch.

C. Foreign Language Training.

D. Purchase of Training Aids Other than English Language Equinment or
Material

E. Correspondence Courses.
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F. Doctoral/PhD level Training.

G. Training to Support National Intelligence Programs. The scope of military
intelligence training normally available to international students is limited to that which is directly
related to combat or operational intelligence. Tactical intelligence training provided under SA
programs will not be extended to include training in support of national intelligence programs of
foreign countries. All requests for intelligence training provided by the lAs will be reviewed
carefully by the IA to ensure compliance with this paragraph. Other potentially sensitive training
requests should be addressed to DSAA for appropriate guidance, processing, or decision.

100107 REOUIRED MILITARY POLICE TRAINING CERTIFICATION. When
military police training is provided to non-"police" personnel, a certification is required from the
country that the student to attend military police training will not be involved with or assigned to a
unit performing any civilian law enforcement functions for a period of at least two years. SAOs
may forward programing requests for military police training to the IA and must retain a copy of a
signed certification prior to sending the student to training. Certifications must: (1) if in a language
other than English, be accompanied by an English translation; (2) include student name and rank,
course title, MASL identification number, host country service, and WCN; (3) be signed by
appropriate host country official; and (4) be maintained on file by the SAO for a minimum of three
years. The following is a sample certification statement:

The Government of -(country) certifies that __ (student rank and name), who is
scheduled to attend _(course title/MASL ID) under WCN _e(number), is a
member of _(host country service) and will not be involved with or assigned to a
unit performing in any civilian law enforcement functions for a period of at least
two years following completion of training listed above.

100108 SUBMITTING REOUESTS FOR IMET WAIVERS.

A. Submitting Requests. SAOs will submit requests for waivers to the above
constraints at the UCOM Training Program Management Review (TPMR). Requests will include
complete justification for the training and a written statement of SAO Chief concurrence. Those
requests that of necessity must be submitted outside the TPMR will be addressed by the SAO to the
UCOM with information copy to DSAA-Plans and appropriate IA. After appropriate coordination
between DSAA and the UCOM, and depending on the particular circumstances of the request,
DSAA or the UCOM will respond to the SAO request with information copy to appropriate IA.

B. •.ogramong, I.As should program training lines requiring waiver using the appropriate
waiver code in card column 58. Upon receipt of UCOM and DSAA approval, lAs will enter an
"A" in card column 57. The waiver code in card column 58 will be a permanent entry and
maintained for historical purposes.

C. Waiver Request Format. When submitting requests for waivers, the format in Table

1001-1 will be used.

100109 SELECTION. UTILIZATION. AND MONITORING OF TRAINEES.

A. Selection, To the extent practicable, personnel trained under the auspices of the IMET
program, and particularly those attending CONUS schools, will be selected from career personnel
likely in the future to occupy key positions in the foreign country's defense establishment. Except
as may be authorized specifically by DSAA, the requirement for selection of career personnel is
mandatory for attendance at professional level schools; e.g., command and staff or equivalent and
higher, and college level.
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B. I.tilozalthm. Under the direction and supervision of Commanders of UCOMs, SAOs
are responsible for obtaining appropriate assurances that personnel trained under the auspices of
this program are properly and effectively utilized. Such utilization is defined as prompt
employment of the individual in the skill for which trained for a period of time sufficient to warrant
the expense to the US. As a guide, optimum assignment periods are considered to be three years
for flight instruction and highly technical training such as missile training, and not less than two
years for other training, particularly instructor training.

C. Monitoring, To the extent consistent with available resources, SAOs are expected to
monitor utilization of US trained personnel, with emphasis on the more critical and higher level
skills. Periodic reports by appropriate foreign authorities normally will satisfy this requirement.

100110 ALLOCATIONS AND REALLOCATIONS. **

A. End-of-Year Review of IMET Allocation Levels. UCOMs will provide
comments and recommendations concerning the status of individual country IMET allocation levels
to DSAA at the annual TPMR. SAOs will use the TPMR to validate requirements for additional
funds with lAs before presentation to the UCOMs. Subsequently, NLT than 30 June, UCOMs
will identify (1) countries that will not be able to utilize all of their currently allocated IMET levels
and recommend revised country allocation levels; (2) programs that have valid training
requirements above current allocated IMET levels and recommend corresponding increases to
country allocation levels; and (3) programs that will require no change in allocation levels.
Recommendations for increases will be prioritized within each UCOM and will include a
descriptive narrative to identify the type of training and number of students associated with the
dollars requested. Specific WCNs should be identified. UCOMs will ensure that SAOs submit
appropriate program additions or other changes reflecting priority code D and quarter availability
no later than 31 July. Note that if Congressional notification is required, reallocated funds may not
be available until September. To plan accordingly, the SAO should have programmed an
appropriate number of confirmed 5th quarter requirements.

B. Out-of-Cycle IMET Reallocations. Unique circumstances may arise within a given
fiscal year requiring an out-of-cycle regional IMET reallocation. Such a requirement will be
handled as an exception to the above process.

100111 TRANSPORTATION FOR IMET TRAINEES. It is DoD policy to
encourage foreign countries to assume the cost of transportation and living allowances for their
students to the maximum extent possible so that IMET funds are utilized to permit higher numbers
of students to be enrolled in training.

A. Travel within Student's Country. The program will not pay travel costs of
students traveling within their own country. Destination for return travel will be the same as the
debarkation point on the ITO unless deviation is specifically authorized by the SAO and indicated
on the ITO.

B. Use of Foreign Flag Carriers. Whenever possible, SAOs assigned to countries
which have national flag carriers with routes to or part way to the US will obtain agreement from
the host countries to transport their respective students on such carriers at no cost to the US.

C. Modes of Transportation When Furnished by the US. Travel between home
country and the training center for those IMS provided transportation by the USG will be the most
direct route, except as specified below.
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1. Travel to or from CONUS by US Military Aircraft. IMS are authorized to
•-avel by US military aircraft. Transportation of IMS including those whose country elects to pay
the cost of the transportation will be at common user rates.

2. Travel to or from CONUS by US Commercial Air or Surface. Travel to
or from the US will be via USG transportation to the fullest extent feasible. When the use of USG
transportation for the entire trip does not permit the student to meet course or class convening
dates, combinations of US commercial air or surface common carrier (tourist class) and
government transport will be used. Where this combination has been used, USG transportation
for the return travel to the home country will be utilized to the fullest extent possible. If a US flag
carrier is not available, the JFTR requires a certificate of non-availability.

3. Travel within CONUS. Transportation to and from training installations within
the US generally will be by surface common carrier or commercial aircraft. Travel by privately
owned vehicle may be authorized except in those instances in which it would be prejudicial to the
best interests of the USG.

D. Funded Travel. Transportation may be funded except for those students from
countries with which the US has reached agreement for such countries to pay transportation
expenses.

E. Transportation for Denendents of Trainees. Transportation for dependents of
IMS will not be provided at USG expense. If the student elects to bring dependents to the US (or
to an overseas training installation) for those courses identified in Table 1001-2, Note 4, the
student may be reimbursed for the cost of transportation as prescribed in the ITO so that the student
may travel with the student dependents. When this option is selected, the student is required to
utilize US flag carriers if available. In these instances, the student will be reimbursed for travel
costs as follows:

1. The US military airlift tariff rate if US military airlift transportation would have been

the mode utilized through USG arrangements, or the actual cost of travel, whichever is lower.

2. Category Z rate or the actual cost of travel, whichever is lower.

F. Transportation for Emergency Leave. Round trip transportation costs for a
student returning to home country on emergency leave will be paid by the student or the student's
government if the student is to return to the US for continuation of training.

G. Deviations From Planned Travel Routes. When a student is permitted by his
government to deviate from the most direct route for the purpose of visiting other countries, US
sponsorship will terminate at the point and time of such deviation. Further, should a student elect
to remain at a point enroute to home country beyond the time normally required to make travel
connections, funding of allowances during that excess time is not authorized. Students who do not
adhere to scheduled return flights will not be the responsibility of the USG. The student is
responsible for any additional financial charges incurred due to change in travel route.

H. Enroute Accommodations. Accommodations on US installations provided to
foreign students enroute will be commensurate with those provided US personnel of equivalent
grade.

I. Travel of Non-Resident SAO. SAOs responsible for managing an IMET program
for a country in which it is not resident may program IMS transportation to or from that SAO for
briefing or debriefing of IMET IMS, so long as there is no US representation in the country of the
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IMET student that could provide the service and when requested by the Ambassador. This does
not apply for cost sharing countries.

100112 LIVING ALLOWANCES FOR IMS. The IMET living allowance is a standard
rate, equally applicable to all countries, and is intended to cover an average cost differential of the
student living away from his home station. It is not a substitute for normal compensation.
Responsibility for timely payment of sufficient overall compensation to allow for decent living
standards and effective completion of training rests with the student's country. It is DoD policy to
encourage foreign countries to assume the cost of all living allowances so that IMET funds are
utilized to permit higher numbers of students to be enrolled in training.

A. Entitlements for IMS in Travel Status. When IMET pays travel and living
allowance, students are entitled to living allowances during travel status, to include the day of
departure from home country, through the day of arrival at their first training location. Living
allowance in training status will commence the day after arrival at the training location. Living
allowance in a travel status will resume the day of departure for home country, excluding any leave
period authorized by student's government following termination of training or any unauthorized
delay enroute. Students are not authorized travel allowance for any portion of travel paid by their
government. Living allowances will be computed incrementally in accordance with the JTR on the
day of departure from home country and the day of arrival in home country.

B. Transoceanic Costs Borne by Foreign Country. IMS whose travel to the US is
paid by their own government are entitled to living allowances in a travel status to include the day
of departure from the US entry port enroute to the training location, through the day of arrival at
the training location. Living allowance in a travel status will resume the day of departure from the
last training location and include the day of arrival at the US departure point. This policy also
applies to IMS whose country pays a portion of the transoceanic travel costs; e.g., from homeland
to London and return.

C. Entitlements for IMS in Training Status. A living allowance will be programed
(see Table 1001-2) for all students in a training status, unless otherwise directed or if the student is
from a country with a per capita GNP greater than $2,349 in the 1988 World Bank Report. For
programing purposes, a standard factor will be used for officers and for enlisted personnel based
on the assumption that quarters are available but mess is not available for officers; quarters and
mess are available for enlisted personnel. For enlisted personnel, the full entitlement is not paid
directly to the student. Enlisted personnel are paid a reduced stipend per week for the purchase of
personal items of health and comfort, with the remainder programed for reimbursement to the
appropriate IA for laundry, maid fees, and subsistence. Where it is known in advance that quarters
or mess are not available, the appropriate factors in Table 1001-2 will be used for programing.
Where it is determined that dependents are authorized to accompany students; i.e., those attending
selected courses designated by the IAs as indicated in Note 4 of Table 1001-2, the "with-
dependents" rate will be used.

D. Non-Authorized Living Allowances. Living allowances are not authorized for:

1. Periods of unauthorized absence from duty.

2. Excess travel time not authorized by the administrative authority of th,. IA concerned
wien proceeding by other than USG transportation.

3. Periods of delay not in connection with training (except hospitalization or outpatient
care).

4. Students whose country assumes the payment of all living costs.
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5. Periods of training conducted in the home country of the student, except for
Panamanian IMET students attending the SCIATIS and for IMS attending MET seminars in their
own country when approved by DSAA.

6. Periods of leave for individuals on OTs.

7. Periods of leave authorized by student's government following termination of
training courses.

E. Leave with Living Allowances. IMET students who r ceive living allowances
while in training status may be granted leave with living allowances within CONUS during
authorized holidays, during periods between consecutive courses, and during periods of delay
while awaiting transportation at the point of departure for their home country. The SAO and the
MILDEPs are jointly responsible for reviewing scheduled sequences of training for individual IMS
to determine whether additional training courses or OJT/OBT could be programed to fill gaps
between courses prior to preparation of the ITO for all IMS.

F. Advance Payment of Living Allowances. Advance payment of living allowances
not to exceed $100 may be made to students prior to departure from home country, at the point of
entry or the first training location for students in the US and at the first training activity for
overseas students. When the advance is made in-country, the SAO will indicate the amount of the
allowance paid in Item 13 of the ITO. IAs may authorize advance payment of allowances which
may ac-rue during the remaining authorized periods following the termination of training.

G. Settlement of Claims. Vouchers for settlement of outstanding entitlements for IMET
students will be submitted via the SAO to the nearest US paying agent for payment to the students
in local currency at the authorized exchange rate no later than 15 calendar days after return to
country. If it is determined that an IMET student who has departed the CONUS or overseas
training activity was overpaid in CONUS or at the overseas activity by an amount in excess of any
amount otherwise owed to the student upon submission of the final travel voucher by the SAO in
country, no attempt will be made to collect the overpayment from the trainee. The IA concerned
will determine whether a funding adjustment via an IMET Order is necessary for the WCN series
concerned.

100113 IMS BAGGAGE AND SCIATT GUEST INSTRUCTOR ALLOWANCES.

A. IMS Authorized Baggage. Allowances outlined below are totals, with excess
baggage being the difference between that permitted by the transportation carrier and the total
allowance. These allowances apply for the portion of the travel costs payable from US funds.
Baggage sizes and dimensions are to conform to carrier stipulations.

1. Two pieces of checked baggage, not to exceed 70 pounds each, are authorized for
IMS training of less than 22 weeks duration.

2. Three pieces of checked baggage, not to exceed 70 pounds each, are authorized
when training is at least 22 weeks but less than 40 weeks duration. One piece of excess baggage is
authorized.

3. Four pieces of checked baggage, not to exceed 70 pounds each, are authorized for
IMS when training is 40 weeks duration or longer. Two pieces of excess baggage are authorized.
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4. In addition to the allowances in 1 through 3 above, one additional piece of luggage is
allowed for students, with authorized accompanying dependents, attending the PME and
postgraduate programs listed in Table 1001-2, Note (4), and for students attending flight training.

5. Where US and foreign flag carriers differ in free baggage allowance, or baggage is
authorized beyond 140 pounds, transportation officers will issue Government Excess Baggage
Authorization Ticket (GEBAT) or equivalent to cover the difference up to the free allowable
amount of the US flag carrier(s) and also any authorized excess baggage allowance.

B. IMS Unauthorized Baggage. Shipment of baggage in excess of the weight
allowance contained in subparagraph A. above is not authorized. Disposition of unauthorized
baggage will be made at the expense of the student or the student's government. Commanding
officers of the training or administrative installation should ensure that unauthorized baggage is
shipped at the student's expense prior to his departure from the installation. Students reporting to
ports of departure with unauthorized baggage will be requested to forward the unauthorized
baggage by commercial means at their expense. If lack of time prohibits this, unauthorized
baggage will be taken into custody by the traffic representative, and the student will be given a
receipt for the baggage. The student will remain on the scheduled flight or carrier. After departure
of the carrier, the traffic representative will deliver the unauthorized baggage to the nearest
appropriate foreign consulate.

C. Guest Instructors at SCIATTS. Costs incidental to the use of international guest
instructors at SCIATTS are to be included in the fixed operating budget and not included in course
tuition costs. These costs include travel of guest instructors and their authorized dependents, and
shipment of household goods and living allowance in accordance with Table 100 1-2. Shipment of
household goods from the Panama Canal area to home country is authorized for Latin American
guest instructors who have completed a tour of duty at SCIATIS. The net weight allowance is
2000 pounds for married guest instructors and 200 pounds for single guest instructors. In addition
tc net weights listed above, weight allowances are authorized for crating and packing materials on
the same basis as for US military personnel and in accordance with the JTR. Shipment of
household goods in excess of authorized net weight will be at the expense of the guest instructor or
his government. Shipment will be by surface common carrier. Air freight may be used only when
surface common carrier is not available.

100114 MEDICAL COSTS. A factor of $50 per student training line (exclusive of
orientation) is authorized for programing purposes under generic code NZE (MASL IIN
365003/365004) for medical treatment in USG facilities for IMET students. Charges for medical
care do not apply if the IMS is covered under a reciprocal health care agreement between the US
and the IMS's country. Health care agreements exist as follows:

SEffnate Enden Cilan EMS IME
Bolivia 9-13-94 9-12-97 Yes No No No
Canada 5-3-93 5-3-96 No No No N/A
Colombia 4-9-92 4-8-96 Yes No Yes Yes *

Ecuador 1-25-92 1-27-96 Yes No No No *

El Salvador 2-7-92 2-6-96 Yes No Yes Yes •
Germany 7-8-92 7-8-97 Yes Yes Yes Yes
Guatemala 4-24-94 4-23-97 Yes No No No .
Romania 4-26-95 4-25-98 Yes No No No *

Tunisia 10-13-93 10-13-96 Yes No Yes Yes
Uruguay 8-2-94 8-2-97 Yes No Yes Yes
Venezuela 9-22-94 9-21-97 Yes* No Yes No

*Dependents covered of all students regardless of funding source.
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When such an agreement exists, check item 16b(3) in the ITO and add the following statement in / N

item 13: "Medical care is provided under [reference the agreement, date, etc]. Reimbursement for
services provided is not required." Note that agreements may not cover certain categories (such as
civilian IMS or IMS dependents) and are normally applicable only for medical care in DoD
facilities; therefore, ff a training installation does not have a DoD medical facility, the terms of the
agreement do not apply and the program should be charged accoroingly. Funds for burial expense
or other student support costs will be programed under generic code N7F on a case-by-case basis
only after DSAA approval.

100115 ASSIGNMENT OF BUDGET YEAR PRIORITY CODES. SAOs will assign
priority code A for their Budget Year program using the Budget Year level at the annual TPMRs.
In addition, SAOs should assign priority code D to other valid training requirements in excess of
the budget level and to take place not earlier than the fourth quarter. Valid training priority coded D
is defined as training in keeping with IMET policies and objectives, that IAs can accommodate, for
which the host country can provide qualified candidates and which has a dollar value that the SAO
can reasonably expect to receive in mid-year or end-of-year if funds are available. In most cases,
this should not exceed approximately ten percent of the budget level. SAOs should code all
training lines in a WCN series to reflect the code of the program line with the highest priority
within that series.

100116 TRAINING ANALYSIS CODES. These codes enable the training community to
match country requirements with policy considerations, particularly in the preparation of two-year
training plans and training AIASAs. A complete listing of all Training Analysis Codes is at Table
1001-3. The nine primary analysis code categories are:

PME Officer Professional Military Education
MGT Officer Management
PGS Officer Postgraduate or Degree Related Training
UPT/FLT Undergraduate Pilot and Other Flight Training_
TECH Technical, Operations, Maintenance, Medical, and Enlisted Training
Or Orientation Tours
OCONUS OCONUS Student Training
TEAMS Mobile Training Teams and Field Training Services
SUPPORT English Language Equipment, Materials, PCH&T, Medical Lines,

and other Training Support

100117 STANDARDIZED WCNS. SAOs and IAs will assign standardized WCNs for
IMET training lines in accordance with Table 1001-4.

100118 FIFTH OUARTER TRAINING.

A. Fund Availability. Funds are made available for training under "Fiscal Limitation"
.001, which identifies funds requiring obligation within the fiscal year for which appropriated. As
a means of increasing course scheduling flexibility for IMET, training commencing between
1 October and 31 December may be programed in either the preceding or current fiscal year
program, thus providing a "fifth quarter" in which to implement training in a given fiscal year.
Training having fifth quarter availability will be programed with a "5" in column 70. All training
will be priced at prices of the fiscal year in which training convenes.

B. Obligation of Funds. When fifth quarter training is programmed in the preceding
year, funds must be obligated by 30 September of that year. Training in courses commencing
between 1 January and 30 September must be included in the program of the fiscal year in which it
commences. Particular problems should be referred to DSAA-Plans for resolution.
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C. Restrktimi Fifth quarter programing applies to IMET training courses only, and
may not be used for orientation training, MITs, or other training materials or services.

100119 IMPLEMENTATION. Program implementation and the movement of students to
training facilities and activities is authorized only after program directives are issued by DSAA to
the IAs. Such directives are required prior to the issuance of ITOs or the obligation of funds for
programed training.

100120 FUNDING AND FINANCIAL CONSIDERATIONS.

A. IMET Programing Instructions.

1. Formal Training. US (Generic Codes (N1A-N1l. Formal training is
programed under generic codes NlA-NIJ, see Table D-7. Two elements of cost are involved in
determining the Total Cost for students who will train at US facilities. These cost elements are the
IMET Unit Price and TLA. Each of the elements is computed on a per student space basis. The
Total Cost is obtained by multiplying the sum of the IMET Unit Price and the TLA by the Quantity
(number of personnel spaces); i.e., (IMET Unit Price + TLA) x Quantity = Total Cost.

a. IMET Unit Price. The course cost, where listed in the IMET MASL, will be
entered as the IMET Unit Price. Where the MASL indicates "N/C" (no charge), no charge is made
for the training. Where the MASL indicates "EST" (Estimate), a unit price estimate is to be made
by the program originator. A number of variables normally are related to unit price determination,
such as the number of personnel spaces or the length of the OJT. The basis for estimating the Unit
Price will be provided in supplementary guidance furnished by the IA.

b. IMET Travel and Living Allowance. The unit (per student space) TLA
cost is comprised of transportation, excess baggage allowance, travel allowances while in a travel
status, and living allowance while in a training status.

(1) Where the first training destination in the US is known at the time of
programing or can be provided by the IA at or prior to the annual training workshop, travel costs
will be calculated in accordance with paragraphs b.(1) and (2), below; otherwise, a composite
travel cost factor provided by IAs in their supplementary guidance may be used.

(2) Travel includes the cost of transportation to and from the US, within the
US, and baggage and living allowances during travel unless the country declines the IMET living
allowance, in which case no living allowance is authorized. Transportation by military or
commercial aircraft (when authorized), ship, bus, rail, or other conveyance will be paid when the
US provides the transportation, as indicated in Paragraph 100111. The following specific
guidance is provided for calculating travel costs to, from, and within the US. To the maximum
extent possible, US flag carriers should be used.

(a) Round trip travel between the embarkation point in the recipient
country and the gateway terminal (POD) in the US will be programed for all students, unless
otherwise directed.

(b) Round trip travel between the gateway terminus and the city nearest
the training facility at which the initial training is to be conducted will be programed for all
students, unless otherwise directed. When the first destination is not known, an estimated cost
will be added to cover the round trip travel, baggage, and living allowance while in a travel status.
In all cases, students are required to travel over the most direct and least cost route.
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(3) A living allowance will be programed for all students in a training status,
unless otherwise directed, as indicated in Paragraph 100112.

c. Orientation Tours. The TLA should be computed as the composite cost of
living allowances, transportation based on itinerary, and up to 100 pounds of excess baggage. An
escort officer may be programed for orientation tours; IAs will determine costs of escort officers
and program as unit cost. A factor of $100 per person week will be used to cover TLA in the
overseas area where any CONUS tour is being conducted; the $100. will be added to the cost of
the round trip travel. These procedures do not apply to OBT, which will be costed as described
above.

2. Formal Training Overseas (O/S) (Generic Codes NIN - NIWI. The
same two cost elements described in paragraph 1 (IMET unit price and TLA), are involved in
determining the total cost entry for students who will train at overseas facilities. The course cost
shown in the IMET MASL will be entered as the Unit Price. TLA factors for overseas training
also differ from US training and are described below, by Command.

a. US Eurooean and Pacific Commands. Travel costs for courses
subsequent to the original course will not be included; however, $50 per trainee will be added to
travel (including living allowance during travel) for courses which follow the initial course and are
conducted at a different location. If training is conducted at a location other than within the home
country, the programing factor for living allowance while in training status will be computed at the
applicable JTR rates. In some cases, students have a waiting period before entering a follow-on
course. The living allowance is authorized for the waiting period, and will be included in the TLA
for the follow-on course. In scheduling training, every effort should be made to shorten the period
between courses.

b. US Southern Command. The programing factor for living allowances for
students while in training status SCIATTS will be computed at the rate of $17 per day for officers
and $16 per day for enlisted personnel. Not all is paid to each student (see Table 1001-2).
Panamanian students attending SCIATTS or other training conducted in the Republic of Panama
will be paid living allowances for periods of training only if they reside in quarters provided by the
USG. Living allowances will be paid in the same manner for OJT or OBT.

B. Other Training Support. Budget project N70 provides funds for US military guest
officers, supplies and materials used exclusively for IMET (excluding training aids), and student
support costs.

1. Costs of Facilities Used for Both IMET and FMS Training. Costs
related to constructing, extending, refurbishing, or maintaining US training facilities used for
IMET and FMS training will be shared between the IMET and FMS customer countries on a pro
rata basis. Such costs should be financed initially by the IA and the course costs charged for
training at these facilities will be adjusted to provide reimbursement to the IA appropriation at a
reasonable rate so as not to impact adversely upon IMS attendance at the training installation.

2. Supplies and Training Materials (Generic N7C. Costs of training
materials (excluding training aids) may be financed when authorized by DSAA. When
requirements in these areas exist, supporting documentation will be provided through the
appropriate UCOM to DSAA for approval prior to programing. When third country training
requirements exist for supplies and training materials (N7C) and services (N7E), the SAO will
submit to DSAA a request for offshore procurement certification in accordance with DODD
2125.1, with information copies to the IA and UCOM.
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C. Cross Training. Sequence. or Prerequisite Training. Cross training, sequence
training, or prerequisite training is training following an initial course of instruction or preceding a
course of instruction (prerequisite), without the student returning to home country between
courses. If cross training is programed, the letter "A" will be entered as the WCN suffix for the
initial course, the letter "B" will be entered for the second course, the letter "C" for the third
course, and so on in alphabetic sequence. When English language is programed as a prerequisite
course, the WCN suffix will be the letter "L", and the courses following will have WCN suffixes
A, B, C, etc. Each course will be costed separately. The initial training course will be charged
with the round trip transoceanic travel costs and the round trip CONUS costs from US port of
entry to the first training location and from the last training location to US port of exit. For
sequential training conducted at another location, the best estimate of transportation costs will be
programed. The living allowance while in a training status will be costed separately for each
course in accordance with this section.

D. Initial Funding of Current Year Training Program. As soon as the
apportionment of IMET Program funds is received from OMB and passed from DSAA to the IAs,
IAs will fund priority code A training lines within the apportioned allocation level. SAOs should
ensure that priority codes are appropriately adjusted so that the total of all priority A training lines
equals the allocation level. Adjustment of prioritization will be required if the apportionment level
is different than the budget request level.

E. Additions or Increases to Current Year Program. If subsequent changes will
cause the funded program to exceed the country allocation level, the SAO should simultaneously
(1) submit deletions of funded lines sufficient to offset requested funding and/or (2) forward
programing to lower the priority codes of selected funded lines to D. In the latter case, DSAA will
withdraw funding of those lines and they will remain in program in an unfunded status.

F. Cancellation or Termination - Penalty Charge. In the event cancellation or
rescheduling is requested less than 60 days prior to the scheduled start date, the country's IMET
program or FMS case will be charged 50% (100% of contract training cost) of the tuition rate. The
country will also be charged a proportionate share of the tuition rate for trainees not completing a
course of instruction. [As will assess late cancellation charges for all DLIELC training lines that
are canceled within the 60-day period. All other penalty charges will be determined by lAs and
requests for waivers to these penalty charges should be addressed to the IA. The funding status of
a training line has no bearing on whether the cancellation charge applies. The cancellation penalty
will not be applied when the cancellation (a) is due to decisions by the US, such as deletion or
rescheduling of classes; (b) is due to unavoidable circumstances within country, such as national
disaster; or (c) quota is used by the US or another country. These charges are to be programed for
applicable courses, and will be earmarked by an "S" in column 65 to indicate that a penalty fee was
charged for the training line.

G. Impact of FAA Sec 620(g) and Brooke Amendment on IMET Funds.

1. FAA Sec 620i(L No assistance shall be furnished under this Act to any country
which is in default, during a period in excess of six calendar months, in payment to the US of
principal or interest on any loan made to such country under this Act, unless such country meets its
obligations under the loan or unless the President determines that assistance to such country is in
the national interest and notifies the Speaker of the House of Representatives and the Committee on
Foreign Relations of the Senate of such determination.

2. Brooke Amendment (Foreign Assistance and Related Programs
Appronriations Act or Continuing Resolution). No part of any appropriation in this Act
shall be used to furnish assistance to any country which is in default during a period in excess of
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one calendar year in payment to the US of principal or interest on any loan made to such country '"

by the US pursuant to a program for which funds are appropriated under this Act.

3. Samctoomi Sec 620(q) sanctions are triggered by arrearages of more than six
calendar months on ESF or other AID-financed loans when DoS advises DSAA that no waiver of
sanctions is being considered. Utilization of FMS credit funds are not impacted by Sec 620(q).
Sanctions under the Brooke Amendment are triggered by arrearages of more than one calendar year
on FMS credit (direct or guaranteed) funds or AID-financed loans. The impacts on utilization of
IMET funds under both Sec 620(q) and the Brooke Amendment sanctions are identical:

a. New IMET students may not travel for initiation of training. IMET students
outside their countries of origin whose course of study or training program began before the
effective date of the sanctions may complete such courses, including already funded sequential
courses; however, no additional sequential courses may be added on or after the effective date of
the sanctions. IMET students outside their countries of origin whose course of study or training
program did not begin before the effective date of the sanctions should normally be returned to
their home country as soon as possible. For the purposes of the Brooke Amendment, an IMET-
funded course is deemed to begin on the report date specified in the Standardized Training Listing
(STL). If sanctions are lifted, these students will be considered for late admittance or admittance to
the next available course of study or training program.

b. IMET funded MTrs and LTDs may not be dispatched or extended beyond their
scheduled termination date.

c. IMET funded training aids may not be issued from supply nor placed on
contract by the supplying agency.
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Officer Enlisted(1)
[And Civilian Equivalents]

In Travel Status, Including
Unscheduled Delays(2). Various Various

In Training Status:
Dependents Authorized (3)(4)(5)(6X)14) $50 N/A
Neither Quarters Nor Mess Available 50 $50
Orientation Tour Participants (7) 34 N/A
Mess Available, Quarters Not (8) 34 28
Quarters Available, Mess Not (8) 30 25
Both Quarters and Mess Available (6)

(7)(8)(9)(11)(13)(15) 21 11

Both Quarters and Mess Available,
Officers Charged for Mess (Aboard Ship) 15 N/A

Both Quarters and Mess Available,
Free of Charge (Aboard Ship) 11 11

In Military Hospital (10) 11 11
On Leave (11) Various Various

NOTES:

(1) Not applicable to enlisted IMS attending training at SCIATIS.

(2) When IMET pays TLA, travel allowance rate is authorized to include the day of departure
from home country to the day of arrival at, and day of departure from, each training installation,
and the day of arrival at home country. Rates on travel status, including unscheduled delays, are
based on rates equal to those in the JTR for US personnel.

(3) An additional $5 per day is authorized for accompanied IMS attending senior level PME
courses as follows: Army Command and General Staff College, Army War College, and National
Defense University; Air Force Command and Staff College and Air War College; Naval Staff
College and Naval Command College; USMC Command and Staff College and Armed Forces
Staff College; and SOA Command and Staff College.

(4) This rate is authorized only for accompanied IMS attending the following courses designated
by the MILDEPs: Army Command and General Staff College, Army War College, and National
Defense University; Air Force Squadron Officer School, Air Force Command and Staff College,
Air War College, and Air Force Institute of Technology; Naval Staff College, Naval Command
College, and Naval Postgraduate School; USMC Command and Staff College, USMC
Amphibious Warfare School, and Armed Forces Staff College; and SOA Command and Staff
College. This rate is also authorized for prerequisite courses, follow-on courses, and authorized
leave periods. This rate is applicable regardless of availability of quarters and is payable whether
IMS lives on or off post.

(5) Increased allowances are only authorized when prior DSAA approval has been obtained and
Item 15 of the ITO has been annotated with that approval. The following increases are authorized-
Accompanied students living offpost at the Army War College and the Air War College are
authorized $80 a day; accompanied students living offpost at the Navy Command College are
authorized $90 a day; accompanied students living offpost at the National Defense University are
authorized $100 a day. Students are not authorized these rates at DLIELC, prerequisite courses,
follow-on courses, or during authorized leave periods upon completion of training.

Table 1001-2. Daily Supplemental Living Allowances for IMET Students (Page 1 of 2)
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(6) Accompanied students living offpost attending courses where dependents are authorized may
draw a living allowance advance upon arrival in CONUS of an amount up to but not to exceed ten
percent of their total living allowance authorized at a particular location. The student living
allowance drawn during the period of training will be adjusted to ensure that the amount of the
advance is fully recovered before the student completes training at the location.

(7) Meal allowance only. Cost of quarters to be paid from programed funds by Class A
agent/cashier escort officer.

(8) In overseas areas, including Hawaii, where USG quarters and mess are not available, the
rates authorized are equal to those authorized for US personnel in the JTR. "Quarters Available"
means that USG quarters were either furnished or made available. "Mess Available" means three
meals per day were available in a USG mess, whether or not actually consumed. USG mess
excludes open mess and is not considered available to officer IMS except where separate messing
facilities are available. IMS not authorized a USG living allowance will pay for their meals. Meals
taken in other food service facilities will be paid for by the IMS at the menu rates.

(9) Enlisted students from countries that participate in partial cost-sharing of living allowances
who are not entitled to meal cards may receive a living allowance greater than $9. A higher rate is
authorized as long as the programed rate is less than the $9 plus the daily cost of mess hall meals.
When the programed rate reaches or exceeds the $9 plus the cost of meals, students will be issued
meal cards and will be paid $9 per day.

(10) When an officer IMS is authorized an increased living allowance for accompanying
dependents and is subsequently hospitalized, an increased living allowance ($50) shall apply *
during the period of hospitalization, rather than the reduced rate specified herein.

(11) Living allowance for leave periods following termination of training is not authorized. Leave
with living allowances may be granted during periods of class breaks, authorized holidays,
between consecutive courses, and delays at a port while awaiting transportation at the rate that is
appropriate to the training status.

(12) Guest instructors assigned to SOA will be paid a living allowance based upon the
installation's BOQ rates by grade and a standard subsistence allowance regardless of rank.

(13) The rate of IMET living allowance for guest instructors at SCIATTS and IAAFA will be the,
minimum necessary consonant with the personAts grade and position as determined by the IA.

(14) Foreign enlisted students are not authorized accompanied dependents except for those
attending the US Army Sergeants Major Academy (SMA). The authorized living allowance for
accompanied IMS at the SMA is $45 per day.

15) In addition to the $11 the enlisted IMS will receive directly, the IA will program additional
funds to include reimbursement for meals and billeting fees. The programing figure will vary
depending on type of government quarters available.

Table 1001-2. Daily Supplemental Living Allowances for IMET Students (Page 2 of 2)
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objectives are obscure. Visits to large metropolitan centers which do not directly relate to OT
objectives should be avoided.

3. Approval of Exceptions. Requests for OTs will be forwarded to the UCOM
and DSAA (IMET) and the IA with supporting rationale and justification for approval prior to any
proposal to country officials which could be construed as an agreement to provide a tour.

4. Official Entertainment. Official entertainment in connection with OTs
(luncheons, dinners, receptions) should be in keeping with the grade and position of tour
participants. Protocol activities of this nature should be arranged on an austere basis. Activities
which could be interpreted as lavish should be avoided.

5. Size of Tour Groups. Large group OTs are discouraged. Experience indicates
that OTs for large groups are difficult to manage and usually result in a bland experience for the
majority of participants, at a disproportionate cost. In addition, since OTs are expensive in terms
of both service support resources and IMET funds, the number of personnel comprising OTs
should be kept to a minimum, generally no more than five persons excluding escort officer(s).
Other than the escort officer(s), tour members must have a direct relationship with the purpose for
which the tour was established.

6. Assignment of Executive Agency and Escort Officers. An executive
agency is assigned to conduct and provide escort officers for OTs in CONUS. The executive
agency is the DoD component having primary interest in the tour, or the component selected by
DSAA as executive agency to implement a specific tour. Every effort will be made to provide
escort officers fluent in the language of the tour participants when lack of English fluency of the
participants makes a language qualified escort essential to tour objectives. Normally, an SAO
representative should not be used as escort officer for IMET OTs. However, in exceptional cases
and with prior approval of DSAA, the executive agency may consider an SAO representative to
serve as an escort officer when justified; e.g., because of special qualifications, workload, unusual
rapport with key host country personnel, and associated projects or contacts which might be
exploited. The SAO representative selected as an escort officer will be under the complete
jurisdiction of the executive agency and will remain with the tour at all times until the tour
participants return to host country. TDY travel and per diem costs for the escort officer for the
duration of the tour are chargeable to IMET funds, and will be programed as a separate line in the
country program under budget project N70. US personnel other than bona fide escort officers
designated or agreed to by the executive agency for tour implementation are not authorized to
accompany tour groups. A factor of $800 per person week is authorized for programing (N7B)
when escort officer services are required in connection with OTs. The dollar value of escort
officers is programed in the TLA data field.

7. Responsibilities for Tour. While every effort will be made to meet SAO **
recommendations, the final tour agenda and itinerary will be the responsibility of the tour IA and
DSAA Plans. The IA is required to clear all itineraries with DSAA Plans prior to the release of the
proposed agenda to the country team. Additionally, all changes to the approved itinerary must be
approved by DSAA Plans prior to publication.

8. Leave for Participants. When authorized in student ITO, leave may be taken by
tour participants at the conclusion of an OT at no additional expense to IMET.

100308 RECIPROCAL EXCHANGE TRAINING. This section provides general
guidance for the conduct of reciprocal PME and unit exchanges. Detailed implementing
instructions are provided in the JSAT Regulation and other IA instrictions.
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A. PME Exchange Training. FAA Sec 544 authorizes reciprocal exchanges between
US PME institutions and comparable non-US institutions. Institutions specifically included are the
US military service Command and Staff Colleges, Armed Forces Staff College, and US MILDEP
War Colleges. Attendance at these institutions is to be at no charge to the country concerned but
also at no expense to SA programs. PME exchanges must be pursuant to an international
agreement which provides for the exchange of students on a one-for-one reciprocal basis during
the same fiscal year. The JSAT Regulation provides the prescribed international MOA to be used
for this purpose. PME exchange requests will be forwarded to the appropriate IA for action and
for information to DSAA/Plans/PGM.

B. Unit Exchange Training and Related Sunnort. AECA Sec 30A authorizes
reciprocal unit exchanges and related support. The related reciprocal training and support must be
pursuant to an international agreement and be provided within one year. Should the foreign
country or international organization not provide comparable training and support, the US must be
reimbursed for the full costs of training and support provided by the US. The JSAT Regulation
provides detailed implementing instructions, to include the prescribed international MOA to be used
for this purpose. Requests for unit exchanges will be forwarded to the appropriate MILDEP for
action and for information to DSAA/Plans/PGM. Pricing guidelines and conversion to
reimbursable training when reciprocal training or related support is not provided or not received, is
included in DoDI 2010.11, Unit Exchanges of Training and Related Support Between the US and
Foreign Countries--Financial Policy.

C. Reports By 1 December each year, the MILDEPs will provide the RCS DD-COMP(A)
1789 (see DoDI 2010.11) report for unit exchanges conducted during the preceding US fiscal year.
The report will be provided to the OASD Comptroller (Accounting Policy), with an information
copy to DSAA/Plans/P(MvL
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SECTION 1101 - USE AND DISPOSAL OF MAP MATERIEL

110101 GENERAL. This section provides guidance concerning materiel furnished under
the FAA of 1961, as amended. This presently includes materiel furnished under MAP Orders prior
to FY82; FAA Sec 506(a) emergency drawdown authority and similar grant DoD drawdown
authorities not authorized in the FAA; and FAA Secs 516, 517, 518, or 519 (see SAMM section
803). It does not apply to materiel purchased as a result of transfer of MAP funds to the FMS trust
fund (see Section 1100). "Disposal" as discussed in this section means altering disposition so the
foreign holder is no longer responsible for the item. This can occur through demilitarization or, for
items not requiring demilitarization, through fair wear and tear or other destruction and qualified
technical inspection which verifies the item is unserviceable and non-repairable. It can also include
transfer, with military capabilities retained, to other authorized recipients.

110102 LEGAL LIMITATIONS AND RELATED POLICY PROVISIONS.

A. End Use. DSAA, the UCOM, or the SAO do not have the authority to consent on
behalf of the President either (1) to the use of MAP materiel by anyone not an officer, employee, or
agent of the recipient government, or to the transfer of such materiel to anyone not an officer,
employee, or agent of the recipient government, or to the use of such materiel for purposes other
than those for which furnished as identified in FAA Sec 502, or (2) to other disposition (such as
retention solely for public display) of such materiel other than the return to the USG without charge
when no longer needed for the purposes for which furnished. Controlled use of components
(cannibalization) is an authorized use for these items. These two Presidential functions under Sec
505(a)(1) and Sec 505(a)(4) have been delegated to the Secretary of State by Sec 1-201(a)(5) of
Executive Order No. 12163.

B. Disnosal and Net Proceeds.

1. FAA Sec 505(f) provides: "Effective July 1, 1974, no defense article shall be
furnished to any country on a grant basis unless such country shall have agreed that the net
proceeds of sale received by such country in disposing of any weapon, weapons system,
munition, aircraft, military boat, military vessel, or other implement of war received under this
chapter will be paid to the USG and shall be available to pay all official costs of the USG payable
in the currency of that country, including all costs relating to the financing of international
educational and cultural exchange activities in which that country participates under the programs
authorized by the Mutual Education Cultural Exchange Act of 1961. In the case of items which
were delivered prior to 1985, the President may waive the requirement that such net proceeds be
paid to the USG if he determines that to do so is in the national interest of the US." Authority to
grant these waivers has been delegated to the Secretary of State.

a. FAA Sec 505(f) applies to disposals of MAP origin defense articles by
countries which were the recipients of grant aid materiel after 1 July 1974. A 505(0 agreement,
which constitutes a condition of eligibility for recipients of grant defense articles programmed in
FY75 and subsequently, was concluded with those countries.

b. A Sec 505(f) agreement is not legally required for countries where no grant
defense articles were programmed after 30 June 1974. Nevertheless, US policy is to require
(unless contrary to an agreement in force on 30 June 1974) a recipient country commitment to
return to USG the net proceeds of sale whenever country disposal of MAP property is requested.

2. FAA Sec 605(d) provides: "Funds realized by the USG from the sale, transfer, or
disposal of defense articles returned to the USG by a recipient country or international organization
as no longer needed for the purpose for which furnished shall be credited to the respective
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appropriation, fund or account used to procure such defense articles or to the appropriation, fund,
or account currently available for the same general purposes."

3. Any net proceeds from disposal will be reimbursed in US dollars except where
government-to-government arrangements, with DoS representing the USG, specify otherwise.
"Net proceeds" means the balance of the gross proceeds of sale after reasonable administrative
costs of the sale are deducted.

C. S•pir.iim. FAA Sec 623 shows SecDef responsibilities, including [Sec 623(a)(3)]

responsibility for "the supervision of end-item use by the recipient countries."

110103 SAO ACTION.

A. MAP Item Supervision. In order to meet the requirement shown in 110102.C above,
ýach SAO must work with the country to ensure that a sound process exists for accountability,
including technical inspection and disposal, of US-origin defense articles.

1. The SAO should ensure the country property accountability process specifically
identifies aircraft, ships, radars, armored vehicles, general purpose vehicles, artillery, mortars, and
missiles, including non-consumable/reparable components of those items, which were acquired
under the FAA of 1961, as amended. Utilization reporting for these items (to DSAA, with an
information copy to the UCOM) is required if information is obtained which indicates use contrary
to 110102.A above.

2. Noting the presence and utilization of US origin equipment should be done during
the course of other duties. End-use inspection or FAA materiel-related functions will not justify
SAO budget or personnel authorizations. Note that end-use observation and reporting extends to
items of US origin acquired other than under the FAA, although only monitorship as discussed in
Section 30002.C. 11, not supervision as discussed in this section, is required for those items. *

B. Excess Determinations. SAOs should encourage the country to declare MAP
materiel excess when it is no longer needed and before items deteriorate. Items which are
redistributed to defense forces within the country are not excess under this section.

1. When MAP materiel is determined to be excess, the SAO will ascertain its condition
based, to the extent possible, on total or sample inspection, as appropriate, by qualified US
personnel. When this is not feasible, classification by foreign government authorities may be
accepted.

2. Disposal condition codes in DoD 4160.21-M will be used for turn-in to DRMO or to
obtain DoS disposal approval. Condition Code S (scrap) consumable items not requiring
demilitarization or other special controls are no longer defense articles and may be disposed of
without further US approval.

C. Scning. SAOs will report, to the managing MILDEP's ILCO with an information
copy to the UCOM, the items listed in 110103.A.1 above which are excess and meet the following
criteria:

1. Have a line item acquisition value of $50,000 or more.

2. In disposal Condition Codes 1 and 2 (unused-good and fair), 4 and 5 (used-good
and fair), and 7 and 8 (repairs required-good and fair).
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CHAPTER 12

LEASES AND LOANS OF DEFENSE ARTICLES

SSECTION 1200- LEASES

120001 AUTHORITY AND PURPOSE **

A. IIeofleases. DoD normally makes defense articles available to foreign governments
and international organizations by FMS under the AECA. Leases may be authorized under AECA
Chap 6 when it is determined that there are compelling foreign policy and national security reasons
for providing such articles on a lease, rather than a sales, basis and the articles are not for the time
needed for public use. Typical leases might provide a defense article for a short period for testing
purposes to assist in determining whether to procure the article, or may allow the USG to respond
to an urgent foreign requirement when the item must be returned to inventory after a specified term.
Leases or loans to foreign countries or international organizations under Title 10, USC 2667 are
not authorized.

B. DoD Approi The Director, DSAA, must approve entry into a Chap 6 lease. lAs
will obtain DSAA concurrence before indicating to a potential lessee that a lease is an available
option. The IA will provide a Table 1200-1 Determination under the cover memorandum at Table
1200-2, for DSAA signature when the draft lease is provided to DSAA for coordination and
countersignature. Detailed rationale must be provided for any proposed lease, including reason(s)
for lease rather than sale.

C. Administration.

1. DoD Imnlementing Agency Responsibility. The administration of leases is
delegated to the IA logistically responsible for the defense article(s) being leased. This
responsibility includes: Preparing the lease; providing data for Congressional notifications;
maintaining the lease through its effective period; maintaining a record of all items; including
associated tools, GSE, and other material to be recovered at the end of the lease period; ensuring
monitorship of the defense articles during the period of the lease; advising DSAA of non-
compliance by the lessee; ensuring that the lease is properly terminated, extended, or revised;
ensuring that the appropriate rental payment schedule is maintained; ensuring that all related costs
are recovered under FMS procedures; and ensuring that the leased material is returned by the lessee
and restored to its original condition, in accordance with the terms of the lease. Within the IA, a
specific individual or activity will be assigned the responsibility for administering the lease during
the lease period, for reporting to DSAA, and for ensuring proper disposition of the defense
article(s) upon expiration or termination of the lease.

2. SAO Responsibilities. The US SAO in the host country will be provided a copy
of each lease entered into with the host government, and will assist lAs in the direct monitorship of
the use of USG-owned equipment in the host country. To the best of its ability, and within the
access authorized by the host country, the SAO will observe and report on the use of the US-
owned equipment to ensure that it is consistent with the terms and conditions of the lease. Any
indications of unauthorized use or non-compliance will be reported to the IA and DSAA/OPS-
MGT.
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120002 LEASE TERMS AND CONDITIONS **

A. Lease Fomat. The lease format at Table 1200-3 may not be altered unless special
circumstances require a case-specific exception. Additional provisions may be added to a lease
when determined to be appropriate and with concurrence of the legal office of the IA and with
DSAA approval. Variations, with rationale, will be included in the forwarding memorandum at
Table 1200-2. The lease will not be provided on an LOA, but the LOA will be used for packing,
crating, handling, transportation, and sale of associated articles and services, including
refurbishment of the defense article(s) required prior to, during, or after the lease period. The LOA
will also be used to recover applicable costs if the article is lost or destroyed during the lease
period. The lease will be signed by the IA and provided to DSAA/OPS-MGT for staffing and
countersignature by DSAA prior to signature by the foreign country representative.

B. Lease Identification. The IA will assign a designator, unique to the country and IA,
to each lease. The designator will be constructed to differentiate the lease from FMS cases, as
follows: Country Code-IA Identification-Tri-alpha Identifier. This lease designator will be
shown on the top of each lease page, including schedules, appendices, and accompanying
documents. The associated FMS case must reference the lease designator.

C. Duration.

1. Not to Exceed Five Years. Leases shall be for a fixed time not to exceed five
years and shall provide that, at any time during the leasing period, the USG may terminate the lease
and require the immediate return of the defense article(s). Leases of less than five years may be
extended via amendment but the total period under a specific lease may not exceed five years.
Subject to receipt of any initial deposit required, the period will begin on the date shown at the
beginning of the lease, unless the period is otherwise specified within the terms and conditions.

2. Amendments. Lease amendments (Table 1200-14) may be used to renew or
change existing leases. Each amendment will include the original lease designator, and will
undergo the same staffing process as the original. As with original leases, the cover memorandum
at Table 1200-2 shall be included when the draft lease amendment is provided to DSAA for
coordination and countersignature.

a. Renewals will require the IA to submit a lease amendment and Determination to
DSAA for staffing and signature. For those renewals which meet the one year Congressional
reporting requirement, the IA will also provide to DSAA reporting data, in the format at Table
1200-4, at least 60 days prior to the projected date for providing the lease renewal to the foreign
country or international organization.

b. Changes to existing leases are also authorized, such as changes to payment
schedules, to Schedule A items, or to periods of performance. The same procedures as those
outlined for renewals apply.

D. Loss. Destruction. or Damage. Lease terms will also require the lessee to pay the
cost of restoration or replacement, less any value depreciation during the period of the lease, if the
articles are damaged, lost, or destroyed while leased. Such costs will be recouped under an FMS
transaction. The replacement cost will be specified as a fixed sum in the lease agreement and will
normally be developed based on the same considerations as payment in Paragraph E, below.

E. Rental Payment. The lessee must pay in US dollars all costs incurred by the USG in
leasing defense articles, including reimbursement for depreciation while leased (the rental
payment). The charge for depreciation will be based on the current contract price for an identical
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item or item acquisition cost (if known), adjusted as appropriate for condition and market value.
Pending further notice, an administrative charge will not be applied to rental payments.

F. Certificate of Delivery. DSAA or the IA may require a certificate (Table 1200-12) of
delivery when an item is transferred to the foreign customer.

G. E£x.iep•]t,1x. The provisions of Paragraphs 120002.D. and E. above shall not
necessarily apply to leases entered into for purposes of cooperative research or development,
military exercises, communications or electronics interface projects, or to any defense article which
has passed three quarters of its normal service life. Where an IA recommends application of an
authorized exception, express authority will be requested from DSAA, identifying the exception.

120003 COORDINATION **

A. DSAA Coordination Responsibilities. The IA will prepare and forward the
proposed lease, together with the proposed Determination, using the cover mermorandum format at
Table 1200-2, for coordination and countersignature. DSAA Comptroller will prepare and
coordinate lease certifications to Congress if required (see Section 120004).

B. Terminations. USG lease termination also requires coordination in A. above.

120004 CONGRESSIONAL NOTIFICATION **

A. Certification Requirements.

1. Leases of One Year or Longer. Under AECA Sec 62(a), Congress must be
notified not less than 30 days before entering into or renewing an agreement with a foreign country
or international organization to lease a defense articles for a period of one year or longer. AECA
Sec 63(a)(1) provides that leases of MDE valued at $14 million or more, or defense articles valued
at $50 million or more, except those for NATO, NATO member countries, Japan, Australia, or
New Zealand may not be entered into or renewed if the Congress within 30 calendar days after
receiving the certification required by Section 62(a) adopts a joint resolution stating it objects to the
proposed lease. Valuation for purposes of Sec 63(a)(1) compliance is in terms of replacement cost
as specified in Paragraph 120002.D. above.

2. Renewals. If a lease for less than one year is renewed (amended) so that the total
period of the original lease and the renewal or renewals equals or exceeds one year, the renewal
which would cause the one year period to be reached or exceeded must be reported to the Congress
30 days before being entered into. Subsequent renewals require a new notification.

B. Certification Procedures.

1. Submission. AECA Sec 62(a) requires certification to the Speaker of the House of
Representatives, the Chairman of the Committee on Foreign Relations of the Senate, and the
Chairman of the Committee on Armed Services of the Senate. Such certification must occur not
less than 30 days before the lease agreement is entered into or renewed. To ensure submission of a
timely certification, the IA will forward to DSAA Operations Directorate the Table 1200-4
information at least 60 days prior to the projected date for providing the lease or amendment to the
potential lessee for acceptance. When possible, a copy of the draft lease will be included as an
attachment to the memorandum. DSAA Operations Directorate will assure the adequacy of the data
provided, to include the justification, and the approval of the lease prior to passing the data to
DSAA Comptroller Financial Management and Programs Division for development of the
Congressional notification and its coordination within OSD, including DSAA Operations (which
will obtain DoS concurrence), DSAA Plans (as required), and the DSAA General Counsel. The
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DSAA Comptroller will then prepare the AECA Sec 62(a) report to Congress using the format in
Table 1200-5 for signature of the DSAA Director and the cover letters in Tables 1200-6 through
1200-8.

2. Appro•a. The finalized original lease agreement and Determination must be
provided to DSAA Operations not later than five days before completion of the Congressional
notification period. The IA, with coordination from DSAA Operations Directorate, may furnish the
prospective lessee an unsigned copy of the lease under a cover letter in the format at Table 1200-9
for leases which do not meet AECA Sec 63 criteria, and Table 1200-10 when the lease is reported
to Congress. Thirty days after the Congressional notification, DSAA Operations will authorize the
IA to enter into the lease. Immediately on signature of the lease by the parties, the IA will assure
that appropriate copies of the lease agreement have been distributed by the country and that any
required initial deposit has been received by DFAS-DE before the lease is executed.

C. Emergency Waiver of Congressional Notification Requoirement. AECA Sec
62(b) authorizes waiver of the Congressional certification requirement described above if the
President determines and immediately reports to Congress that an emergency exists which requires
that the lease be entered into immediately based on US national security interests. This authority
has been reserved to the President for his exercise only. In the event of such an emergency, DSAA
will provide instructions to the IA as appropriate to the particular circumstances.

120005 FINANCIAL ARRANGEMENTS.

A. Payment Schedules. The lease designator will be used to track the lease in existing
automated systems. Schedule A of each lease will identify the replacement costs of the item(s)
being leased and will identify the schedule for rental payment due to the USG. The payment
schedule will be established on a quarterly billing cycle, compatible with the FMS billing cycle. If
the quarterly cycle does not provide for payment prior to the effective date of the lease, an initial
deposit will be required to assure that payment is received in advance of the month in which rental
is incurred. Billings to the foreign lessee will be based on this schedule of payments and will be
included on a separate DD Form 645 with the country's quarterly FMS billing statement. The DoD
Component will assure that payment schedules are updated for any extensions, delivery schedule
changes, or other amendments which may result in a change to the lease value or schedule of
payments. Receipts from lease rental payments under paragraph 120002.E., above will be
deposited in the Miscellaneous Receipts Accounts by DFAS-DE.

B. Use of FMF or MAP Mereer Funds. Use of FMF or MAP funds is not
authorized for payments of lease rental payments specified in paragraph 120002.E. When
authorized by the DSAA, FMF or MAP funds may be authorized for LOAs prepared in support of
a lease. (See paragraph C. below.) However, leases of aircraft to Andean countries for
counternarcotics purposes may be FMF funded under section 3(g) of the International Narcotics
Control Act of 1990 (P.L. 101-623). In such instances, the entire rental cost of the lease
(including any renewals) will be an initial, one-time payment of the amount which would be the
sales price of the aircraft if it were sold on an LOA.

C. Useof.LO.A. Costs incurred by the USG incident to the leasing arrangement,
including the costs referred to in Paragraph 120002.D., must be reimbursed to the USG using an
LOA. Such costs may cover but are not limited to: packaging, crating, handling, transportation,
and refurbishment of the leased articles prior to and/or upon termination of the lease. Schedule A
of the lease will identify the designator for the related LOA, when known. Also, the LOA will
identify the lease designator in a special note. The IA, responsible for the administration of the
lease associated LOA, is responsible for reporting costs incurred on the case via the DD Form 1517
performance reporting system.
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120006 LEASE CLOSURE. Confirmation that a lease, under its cognizance can be closed
must be provided to DFAS-DE by the responsible DoD component. DFAS-DE will use the format
at Table 1200-13 to query the responsible DoD component to determine whether lease closure is
possible.

120007 REPORTING.

A. Ouarterlv Report. A report in the format at Table 1200-11 will be submitted, not
later than 30 days after the end of each quarter, to the DSAA Operations Directorate Management
Division with a copy to DFAS-DE by each DoD component which has unexpired leases under its
cognizance. This report will identify the statutory authority for the lease.

B. Einanial Rent On a quarterly basis the SAAC will provide to DSAA Operations
Directorate the financial status of each lease to include the following data: country, lessee, defense
article(s) leased, identified replacement cost of the leased property, funds collected and deposited
or to be deposited to miscellaneous receipts, and amounts due.

120008 US NAVY SHIPS. For leases of US Navy ships, the guidance in Chapter 2 also
applies. These leases will be provided to the DSAA/OPS-MGT for coordination. All other Naval
ship transfer transactions will be provided to the DSAA Plans Directorate for coordination. The
AECA, Chapter 6 applies to leases of ships authorized in separate, specific legislation unless such
legislation expressly provides otherwise.
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TABLE 1200-1

DETERMINATION REGARDING THE LEASE OF (ARTICLES(S))
TO (COUNTRY OR INTERNATIONAL ORGANIZATION)

PURSUANT TO CHAPTER 6 OF THE ARMS EXPORT CONTROL ACT

I hereby determine that (and if applicable--all
associated nonexpendable support equipment, including, but not limited to, tools,
ground support equipment, test equipment and publicationis) are not for the time
needed for public use.

I further determine that there are compelling foreign policy and national security
reasons for providing such Defense Articles to the (Country or International
Organization) on a lease basis rather than on a sales basis under the Arms Export
Control Act.

(Date) (Signature)

Attachment
a/s

Concur:
State (PM)

TABLE 1200-1. Determination Regarding the Lease of Article(s) to Countries
or International Organizations Pursuant to the AECA, Chapter 6.
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TABLE 1200-2

MEMORANDUM FOR THE DIRECTOR, DEFENSE SECURITY ASSISTANCE AGENCY

SUBJECT: Lea to (Country or International Organization) Under the Authority of the AECA,
Chapter 6; (Le= Vesinawr

Attached is a draft lease agreement (Encl 1) for your approval and counter-signature, and a
Determination (Encl 2) for your signature, which provide for the lease of (identify article(s)) to the
(identify country or international organization).

The (DoD Component) considers these defense articles are for the duration of the lease not needed
for public use.

Lease of the defense article(s) identified on Schedule A is required rather than a sale for the
following reason(s):

1.
2.
3.

Recommend you approve the draft lease agreement and sign the Determination.

Attachments
a/s

TABLE 1200-2. Memorandum for the Director, DSAA.
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Page 1 of [61 Pages
[AT-B-AAA]

LEASE OF [M113 APCs]

BETWEEN

THE UNITED STATES GOVERNMENT

AND

[THE GOVERNMENT OF AUSTRALIA]

This LEASE, made as of [20 October 1995] between the United States Government
(hereinafter called the "Lessor Government") represented by its Department of the [Army] and
[the Government of Australia] (hereinafter called the "Lessee Government") represented by
its [Australian Regular Army],

W1TNESSETH:

WHEREAS, The Lessor Government has determined that [two M113 Armored
Personnel Carriers] and, if applicable, all associated nonexpendable support equipment as
listed in Schedule A of this lease (including but not limited to tools, ground support equipment, test
equipment, and publications) (hereinafter referred to as the "Defense Articles") are not for the time
needed for public use, and

WHEREAS, The Lessor Government has determined that there are compelling foreign policy
and national security reasons for providing such Defense Articles on a lease basis rather than on a
sales basis under the Arms Export Control Act,

WHEREAS, The Lessor Government has considered the effects of the lease of the articles on
the technology and industry base, particularly the extent, if any, to which the lease reduces the
opportunity of entities in the national technology and industrial base to sell new equipment, and

WHEREAS, This lease is made under the authority of Chapter 6 of the Arms Export Control

Act,

NOW THEREFORE, The parties do mutually agree as follows:

1. In consideration of a rental charge as indicated in Schedule A, and the maintenance
and other obligations assumed by the Lessee Government, the Lessor Government hereby leases to
the Lessee Government and the Lessee Government hereby leases from the Lessor Government
Defense Articles for the period of 1180 davsl commencing on the date first above written (unless
otherwise agreed under terms of this lease) and under the terms and conditions set forth in the
General Provisions hereto annexed.

2. The Lessor Government shall deliver the Defense Articles to the Lessee Government at
such time and place as may be mutually agreed upon. Such delivery may be evidenced by a
certificate of delivery.

TABLE 1200-3. Sample Lease. **

1200-8 Change No. 7, 5 January 1996



DOD S105.38-M

Page [2] of [61
[AT-B-AAA]

IN WITNESS WHEREOF, Each of the panies has executed this lease as of the day and year
first above written, unless otherwise agreed under terms of this lease.

[THE GOVERNMENT OF THE UNITED STATES GOVERNMENT
AUSTRALIA]

BY BY_

Typed Name Typed Name

Tite Tile

Date Dale

COUNTERSIGNATURE:

Typed Name

Director, Defense Security
Assistance Agency

Date

TABLE 1200-3. Sample Lease. (Continued)
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Page [3] of [6]
[AT.B-AAA]

GENERAL PROVISIONS

1. Onerations and Use

a. Except as may be otherwise authorized by the Lessor Government and except for the
purposes of transfer from and return to the Lessor Government, the Lessee Government shall keep
the Defense Articles in its own possession, custody, and control. The Lessee Government shall
not transfer title to or possession of the Defense Articles to anyone not an officer, employee, or
agent of the Lessee Government and shall not permit any encumbrance or other third party interest
in the defense articles.

b. The Lessee Government shall, except as may be otherwise mutually agreed in writing,
use the items leased hereunder only:

(1) For the purposes specified in the Mutual Defense Assistance Agreement, if any,
between the Lessor Government and the Lessee Government;

(2) For the purposes specified in any bilateral or regional defense treaty to which the
Lessor Government and Lessee Government are both parties, if subparagraph (1) of this paragraph
is inapplicable.

(3) For internal security, individual self-defense, and/or civic action, if subparagraphs
(1) and (2) of this paragraph are inapplicable.

c. To the extent that any Defense Articles may be classified by the Lessor Government for
security purposes, the Lessee Government shall maintain a similar classification and employ all
measures necessary to preserve such security, equivalent to those employed by the Lessor
Government, throughout the period during which the Lessor Government may maintain such
classification. The Lessor Government will use its best efforts to notify the Lessee Government if
the classification is changed.

2. Initial Condition. The Defense Articles are leased to the Lessee Government on an "as is,
where is" basis without warranty or representation concerning the condition or state of repair of the
Defense Articles or any part thereof or concerning other matters and without any agreement by the
Lessor Government to alter, improve, adapt, or repair the Defense Articles or any part thereof.

3. Conditioning and Transfer Cost. The Lessee Government shall bear the cost of
rendering the Defense Articles operable and transferable and of transferring the Defense Articles
from the United States or other point of origin and back to the place of redelivery. In the event the
Defense Articles are transported by vessel, only U.S. flag vessels may be used, unless waived by
the Lessor Government.

TABLE 1200-3. Sample Lease. (Continued)
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4. lnsnection and Inventory. Immediately prior to the delivery of the Defense Articles to the
Lessee Government, an inspection of the physical condition of the Defense Articles and an
inventory of all related items may be made by the Lessor Government and the Lessee Government.
A report of the findings shall be made which shall be conclusive evidence as to the physical
condition of said Defense Articles and as to such items as of the time of delivery. A similar
inspection, inventory, and a report may be made by the Lessor Government upon the termination
or expiration of this Lease. The findings of that report shall be conclusive evidence as to the
physical condition of the Defense Articles and as to such items as of the date of termination or
expiration of this Lease. At the election of the Lessor Government, the Lessee Government at its
own cost shall either promptly correct any deficiency or rebuild, replace, or repair any loss of or
damage to the Defense Articles or compensate the Lessor Government for the restoration or
replacement value (less any depreciation in the value as determined by the Lessor Government) of
such correction, rebuilding, replacement, or repair. At the Lessor Government's option, the
Lessee Government at its own cost will remove any alterations or additions to the Defense Articles
or pay the Lessor Government the cost of such removal, as determined by the Lessor Government.
In the absence of removal by the Lessee Government, title to any such alterations or additions shall
vest in the Lessor Government.

5. M tenance. The Lessee Government shall maintain the Defense Articles in good order,
repair, and operable condition and except as provided in paragraph four, shall upon expiration or
termination of this Lease return the Defense Articles in operable condition and in as good condition
as when received, normal wear and tear excepted.

6. Risk.....rLo All risk or loss of or damage to the Defense Articles during the term of this
Lease and until their return to the place of redelivery shall be borne by the Lessee Government.

7. Indemnification. The Lessee Government renounces all claims against the Lessor
Government, its officers, agents, and employees arising out of or incidental to transfer,
possession, maintenance, use, or operation of the Defense Articles and will indemnify and hold
harmless the Lessor Government, its officers, agents, and employees for any such claims of third
parties and will pay for any loss of or damage to Lessor Government property.

8. Alterations. The Lessee Government shall not make any alterations or additions to the
Defense Articles without prior consent of the Lessor Government. All such alterations or additions
shall become the property of the Lessor Government except items paid for by the Lessee
Government which can be readily removed without injury to the Defense Articles and are removed
by the Lessee Government prior to redelivery of the Defense Articles. As a condition of its
approval of any alteration or addition, the Lessor Government may require the Lessee Government
to restore the Defense Articles to their prior condition.

9. Terrninatiio. This Lease may be terminated without cost to the Lessor Government:

a. By mutual agreement of the parties;
b. By the Lessee Government on 30-days written notice; or
c. By the Lessor Government at any time.

TABLE 1200-3. Sample Lease. (Continued)
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Page [5] of [61
[AT-B-AAA]

The Lessee Government shall immediately return the leased Defense Articles at the direction of the
Lessor Government. Termination will be subject to the Lessee Government's residual
responsibilities hereunder (such as, duty to return leased Defense Articles promptly, to pay costs
required hereunder, and to indemnify and hold harmless the Lessor Government).

10. Place of Redeliverl. Upon expiration or termination of this lease, the Defense Articles
shall be returned to the Lessor Government at [Red River Depot, Texas], or as mutually
agreed.

11. Tite. Title to the Defense Articles shall remain in the Lessor Government. The Lessee
Government may place the Defense Articles under its flag or display its national insignia when
appropriate.

12. Reimbursement for Support. The Lessee Government will pay the Lessor Government
for any services, packing, crating, handling, transportation, spare parts, materials, or other support
furnished for the Defense Articles by the Lessor Government pursuant a Letter of Offer and
Acceptance under the Arms Export Control Act. (FMS Case [AT-B-UAA] applies).

13. Covenant Against Contingent Fees. The Lessee Government warrants that no person
or selling agency has been employed or retained to solicit or secure this Lease upon an agreement
or understanding for a commission, percentage, brokerage, or contingent fee.

14. Officials Not to Benefit. No members of or Delegate to Congress of the United States,
or Resident Commissioner of the United States shall be admitted to any share or part of this Lease
or to any benefit that may arise therefrom,

15. Proprietarl Rights. The Lessee Government will ensure, by all means available to it,
protection of proprietary rights in any Defense Article and any plans, specifications, or information
furnished, whether patented or not.

16. Reorts. When the Lessee Government performs tests and evaluations on the leased
Defense Articles and prepares a formal report of the resulting data to be released to a third party,
the Lessee Government will allow the Lessor to observe the test and evaluation and to review the
report. The Lessee Government will obtain Lessor Government approval of any release to a third
party.

17. Cost of Lessor Government. The Lessee Government agrees to pay in United States
dollars all costs incurred by the Lessor Government in leasing the Defense Articles covered by this
Lease including, without limitation, reimbursement for depreciation of such Defense Articles while
leased. The costs of restoration or replacement will be billed to the Lessee Government under the
Lessor Government's foreign military sales procedures. The rental charge shown in Schedule A is
based on costs identified at the time of signature of this Lease and does not relieve the Lessee
Government from liability for other costs in accordance with the provisions of this Lease.

TABLE 1200-3. Sample Lease. (Continued)
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18. Distdhuhon. Copies of the accepted Lease will be distributed by the Lessee as follows:

a. [U.S. Army Security Assistance Conunand] - Original
b. [ODC Canberra] - copy
c. DFAS-DE - copy and, if applicable, cLick for initial deposit
d. DSAA/OPS-MGT - copy

[Sample information which would be entered by IA is bracketed in bold type. This sample is
unrelated to actual programs with any country.]

TABLE 1200-3. Sample Lease. (,nntinued)
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TABLE 1200-4

MEMORANDUM FOR THE DIRECTOR FOR OPERATIONS, DSAA

SUBJECT: Certification to Congress of a Lease Under the Authority of the AECA, Chapter 6;
!ease Designator

The following information is provided in connection with the reporting requirement of the AECA,
Section 62(a).

a. Country or International Organization:

b. DoD Component:

c Total Value Replacement Costs (must be same as Schedule A of the Lease Agreement):

d. Type and Quantity of Equipment (segregate the MDE, indicating value):

e. Security Classification:

f. Duration of Lease:

g. Summary of Lease Terms (to include any special conditions):

h. Total Rental Value (must be same as Schedule A of the Lease Agreement):

i. Activity of the DoD Component Responsible for Administering Lease:

j. Estimated Date Lease and Determination Will be Provided to the DSAA:

k. Justification (to include reason(s) why defense article(s) is/are being leased rather than
sold under FMS):

(1)
(2)
(3)

1. Action Officer's name, office, and complete telephone number.

TABLE 1200-4. Memorandum for the Director for Operations, DSAA.
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TRANSMITTAL NO. [NUMBER] - [YEAR]

NOTICE OF PROPOSED LEASE PURSUANT TO SECTION

62 OF THE ArMS EXPORT CONTROL ACT

(i) Prospective Lessee:

(ii) Description of Articles Provided: [Type and Quantity]

(iii) Total Estimated Value: [In terms of replacement cost]

(iv) Terms and Duration of Lease: [Period of Lease/Total Rental/Special Conditions]

(v) Justification: [Explanation/Reasons why defense article is being leased rather than
sold]

(vi) Industrial Impact: [Explanation why leasing defense article will not adversely impact
industry]

TABLE 1200-5. AECA 62(a) Report to Congress. **
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TABLE 1200-6

LETTER TO THE HONORABLE SPEAKER OF
THE HOUSE OF REPRESENTATIVES

In reply refer to:
I- ct

Honorable
Speaker of the House of Representatives
Washington, D.C. 20515-0001

Dear Mr. Speaker:

Pursuant to the reporting requirements of Section 62(a) of the Arms Export Control
Act, we are forwarding herewith Transmittal No. (#-Yr).

This transmittal concerns the Department of (MILDEP or DoD activity) proposed
Lease of defense articles to (country).

Sincerely,

Attachments
a/s

TABLE 1200-6. Letter to the Honorable Speaker of the House of Representatives.
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TABLE 1200-7

LETTER TO THE HONORABLE CHAIRMAN,
COMM1TIIEE ON FOREIGN RELATIONS

In reply refer to:
I- ct

Honorable
Chairman, Committee on Foreign Relations
Washington, D.C. 20510-0001

Dear Mr. Chairman:

Pursuant to the reporting requirements of Section 62(a) of the Arms Export Control
Act, we are forwarding herewith Transmittal No. (#-Yr).

This transmittal concerns the Department of (MILDEP or DoD activity) proposed
Lease of defense articles to (country),

Sincerely,

Attachments
a/s

TABLE 1200-7. Letter to the Honorable Chairman, Committee on Foreign Relations.
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TABLE 1200-8

LE= TO THE HONORABLE CHAJRMAN,
COMMITrEE ON ARMED SERVICES

In reply refer to:
I- ct

Honorable
Chairman, Committee on Armed Services
United States Senate Washington, D.C. 20510-0001

Dear Mr. Chairman:

Pursuant to the reporting requirements of Section 62(a) of the Arms Export Control
Act, we are forwarding herewith Transmittal No. (#-Yr).

This transmittal concerns the Department of (MILDEP or DoD activity) proposed
Lease of defense articles to (country).

Sincerely,

Attachments
a/s

TABLE 1200-8. Letter to the Honorable Chairman, Committee on Armed Services.
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TABLE 1200-9

LEITER TO THE PROSPECTIVE LESSEE ADVISING LESSEE
OF CONGRESSIONAL NOTIFICATION OF A LEASE FOR OVER ONE YEAR

Dear

Enclosed for consideration and analysis by your (Government/Organization) is an
unsigned advance copy of a lease, (Lease Designator).

Section 62 of the Arms Export Control Act requires certification be given to the
Congress of the United States at least 30 days prior to entering into a lease of one
year or longer.

The Department of Defense has transmitted the required certification to the
Congress on (date). You will be advised if any delays arise which would prevent
us from providing the signed lease to your (Government/Organization) on (date).

Should your (Government/Organization) wish to accept this lease, it should await
receipt of the signed lease.

Sincerely,

Enclosure
a/s

TABLE 1200-9. Letter to the Prospective Lessee Advising Lessee of Congressional

Notification of a Lease for Over One Year.
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TABLE 1200-10

LETTER ADVISING LESSEE OF CONGRESSIONAL NOTIFICATION
OF LEASE FOR MDE FOR OVER ONE YEAR

Dear_ _

Enclosed for consideration and analysis by your (Government/Organization) is an
unsigned advance copy of a leasing arrangement; Lease Designator

Section 62 of the Arms Export Control Act requires certification be given to the
Congress of the United States at least 30 days prior to entering into a lease of one
year or longer. Section 63 further provides that a lease of one year or longer of
major defense equipment valued at $14,000,000 or more or defense articles valued
at $50,000,000 or more may not be entered into if the Congress within 30 calendar
days after receiving the certification adopts a joint resolution stating that it objects to
the proposed lease.

The Department of Defense has transmitted the required notification to the Congress
on (date), Assuming that the Congress does not object to the proposed lease, the
enclosed lease will be signed and issued to your (Government/Organization) by the
authorized Department of Defense representative on or about (date). In the event
that the Congress should object to this proposed lease, you will be notified
promptly of that fact.

Should your (Government/Organization) wish to accept this lease, it should await
receipt of the signed lease.

Sincerely,

Enclosure
a/s

TABLE 1200-10. Letter Advising Lessee of Congressional Notification of Lease
for MDE for Over One Year.
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TABLE 1200-11

RCS: DSAA(Q)1146

Prepare a report in the format below (classified if necessary) for each lease of any value, providing
for the lease of property to a foreign government or international organization. Leases will be
reported until the property is returned to US custody, or lease is completed by other action.

FORMAT

The following data will be included for all leases:

Lessee:

Lease case designator (if applicable):

Item(s):

Date of lease and statutory authority (AECA Sec. 61, 10 USC 2667, Other):

Duration/special terms:

Expiration date:

Replacement value of lease material (when leased):

Total rental or summary of other considerations:

Rental paid to date:

Date lease reported to the Congress (if required under the AECA, Section 62):

Action taken on expired lease or lease due to expire during next quarter:

Lease being renewed:

Date material returned:

Material sold (FMS Case Designator):

Other action status than that above:

TABLE 1200-11. RCS: DSAA(Q) 1146
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TABLE 1200-12

CERTIFICATE OF DELIVERY

Pursuant to the provisions of the Lease Agreement executed (this date) between our
respective governments, the undersigned as the authorized representative of the

Government of (insert

accepts the below described (inset together with its on board equipment fiom

(insert)

authorized representative of the United States (enter DoD Co=nt)

Date

US Representative Government of (insert)
Representative

NOTE: Recommended distribution: Original to: MILDEP JAG
Copies to: DSAA

MILDEP SA Activity
SAO
DFAS-DE

TABLE 1200-12. Certificate of Delivery.
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TABLE 1200-13

LEASE CLOSURE INFORMATION

SUBJECT: (Chanter 6. AECA/l0 USC 2667• Lease for Case Closure.
(Insert as appropriate)

TO: (Insert DoD Component Address)

References: Lease Case (Insert Designator)

1. Prior to certifying case closure, the Security Assistance Accounting Center (SAAC)
requests the following information:

Property returned to USG custody* Location Date

or

Property transferred to foreign government LOA Designator Date

or Other Authority

Lease extended (renewed)
Date

If lease renewed, provide
lease designator

2. Action, as required above, for lease closure has been completed:

Signed

Title

Agency

3. Please complete above data and return to DFAS-DE, Denver Center, Denver CO 80279
NLT . Point of contact is: .

*For 10 USC 2667 leases include confirmation that all financial requirements
are complete.

TABLE 1200-13. LEASE CLOSURE INFORMATION
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Page I of [21 pages
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AMENDMENT # [1] TO

LEASE OF [M113 APCsJ

BETWEEN

THE UNITED STATES GOVERNMENT

AND

[THE GOVERNMENT OF AUSTRALIA]

WHEREAS, the United States Government and the Government of [Australia] signed a
lease agreement dated [20 October 1995] for [180 days] of [M113 Armored Personnel
Carriers and related items].

WHEREAS, [reason for amendment; e.g., An additional 60 days will be
required for completion of equipment tests],

NOW TIEREFORE, the parties do mutually agree as follows:

1. [List replacement page(s) or show applicable changes, including
clarifications; e.g., The period of lease is hereby changed from 180 to 240 days.]

2. [List additional changes as needed.]

3. Other provisions, terms, and conditions of the original lease remain unchanged.

TABLE 1200-14. Sample Lease Amendment. **
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Amendment [1]

IN WITNESS WHEREOF, each of the parties hereto has executed this lease amendment as of
the day and year last below written unless otherwise agreed under terms of this amendment.

[THE GOVERNMENT OF AUSTRALIA] THE UNITED STATES GOVERNMENT

BY BY__

Typed Name Typed Name

Tide Title

Date Datw

COUNTERSIGNATURE:

Typed Name

Director, Defense Security
Assistance Agency

Date

[Sample information to be entered by the IA is bracketed in bold type. Data are unrelated to actual
programs with any country.]

TABLE 1200-14. Sample Lease Amendment. (Continued)
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J. Corrective Action Follow-Up.

1. SAOs and UCOMs should provide for positive follow-up corrective action
responses to GAO and DODIG findings and recommendations. In some instances, special reports
on status of corrective action may be required by DSAA. In all cases, the adequacy of corrective
action on audits and inspections may be raised during DSAA staff visits.

2. UCOMs will submit reports to Plans Directorate, DSAA, which reflect, as of 31
March and 30 September, the status of incomplete corrective actions for each applicable GAO and
DODIG report. The reports are due within 30 days of the close of each semi-annual period, and
negative reports are required. Additional guidance on preparation of reports is provided in DOD
Directive 5000.41.

130303 DSAA FINANCIAL MANAGEMENT REVIEW PROGRAM

A. Bc.kgro.und. The Director, DSAA, is responsible for carefully monitoring the
requirements for and the availability of funds to support FMS programs. Many FMS recipients
have limited resources with which to finance essential defense programs. These factors highlight a
requirement for DOD and the MILDEPs to review the financial status of FMS programs in order
that FMS customers may base programmatic and financial decisions on accurate and timely
information.

B. Purlme The DSAA Financial Management Review Program (FMRP) (RCN 1150)
was established to identify and resolve current financial problems and to provide an "early
warning" system for emerging problems so that the USG and the customer may have as many
options as possible in resolving these problems. The FMRP constitutes a country-level overview
of a customer's program, taking into account current and projected requirements and anticipated
resources, including FMS credits, MAP grants, and budgeted national funds. This information
can assist FMS customers in managing their resources and in making crucial decisions related to
future FMS purchases. The FMRP does not duplicate or substitute for FMS case financial and
logistical reviews conducted by lAs with in-country counterparts, but ties together individual IA
programs into an overall country financial summary (see Table 1303-1 Sample Tasking Letter for
DSAA RCN 1150).

C. Prceurs

1. Each quarter, DSAA selects up to four FMS customer programs for review.
DSAA then requests financial data (see Table 1303-2) on a list of cases representing about
90 percent of the ordered value of the FMS program.

2. lAs may be requested to complete a case worksheet furnished by DSAA for
certain cases. The following is an example of data elements that may be included in the worksheet:

a. Total Case Value: "Estimated Cost" (articles/services/administrative/
accessorial value) reflected in block (26) of the 1513 or in block (27) of the latest amendment
(1513-1) or modification (1513-2) to the case.

b. Net Case Value: "Estimated Cost" (articles and services value) in block (21)
of the 1513 or in block (22) of the latest amendment (1513-1) or modification (1513-2) to the case.

c. Obligations. The IA's total financial obligations related to the case during
the periods cited on the form, for example, value of contracts let and requisitions issued.
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d. Working Funds. The amount of funds to be expended on behalf of the case ,
during the period cited on the form; that is, an estimate of the disbursements (reimbursable and
direct cite) that SAAC will make from the trust fund for deliveries and contractual progress
payments.

e. Tl/Contractor Holdback. Estimate of additional funds that should be
collected for these requirements. [See Chapter 7, Para 70103.H.3.b.(2).]

f. Estimated Supply Completion Date. The date that all articles will have been
delivered and all services performed. Provide date in YYMM format; for example, Mar 87 would
be 8703.

g. Estimated Closure Date. The date that a Case Closure Certificate will be
submitted to the SAAC. (YYMM)

h. Excess Case Value. Any portion of case value that is in excess of
anticipated total costs.

i. Remarks. Any exceptional circumstances concerning the financial status of
the case; such as, payment schedule front-loaded at customer request; amendment or modification
pending to increase/decrease case value or revise payment schedule; or closure delayed because
case is in litigation.

3. Following consolidation and analysis of the data, DSAA will meet or correspond
with IAs, as appropriate, to follow-up on recommended actions.

130304 C-12 MANAGEMENT

A. Command Relationships. The DSAA, DIA, and the USAF MOU, dated 23
September 1983, provides C-12 aircraft to DSAA to assist in implementing the worldwide SA
mission. In consultation with the appropriate UCOM, DSAA assigned these C-12's overseas to
SAOs on a priority basis. UCOMs provide additional guidance to SAOs on C-12 program
management.

B. Mission. The primary mission of the six DSAA dedicated C-12 aircraft is to support,
SAO security assistance program management. Other missions may be flown when they do not
have an adverse impact on the SA mission and when they are reimbursed.

1. Security Assistance Missions: These missions must support SA
management responsibilities as outlined in Section 515 of the FAA. Included in this category are
local in-country training, evaluation, and maintenance flights. These missions are financed by SA
administrative funds.

2. Other Missions: There is no legal basis to use SAO SA administrative funds
for C-12 flights for other than SAO SA management purposes. Missions flown in the "Other"
category shall be flown on a reimbursable basis. Other missions may be flown only when they
will not impair SA missions and only in compliance with the laws and regulations governing the
use of DOD transportation assets. Examples include: disaster relief, UCOM exercises, visitors
who are on non-SA management business, flights flown in support of the U.S. embassy, U.S.
Defense Representative responsibilities, or flights flown in support of an FMS case which
specifically includes a transportation line. C- 12 flights which support Congressional or
Congressional Staff Delegations (CODELs) are also included in this category (See Paragraphs
130304D.2.b.(2) and 130304D.2.c.(1). below).
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C. DSAA C-12 Policies.

1. When SAOs share or jointly use C-12 aircraft, SA missions take precedence over
any other SAO requirements.

2. All C-12 missions flown out of the SAO area of accreditation require prior
justification to, and approval by, the UCOM.

3. The C-12 aircraft shall be used only when such use is more economical then
commercial aircraft or airline services are not available, readily obtainable, or for reasons which
must be specified, incapable of satisfying the transportation requirements. The C-12 should not be
used if travel requirements can be met when other safe, more cost effective modes of transportaton
are available; e.g., rail, automobile, etc. The SAO Chief has the authority to make these decisions.

4. Passenger travel and reimbursement shall be in accordance with DOD 4515.13-R,
Air Transportation Eligibility, November 1994, or by specific UCOM approval before flight,,
except in case of emergency.

D. Areas of Sgecial Concert.. Three major areas of concern are: Flight authority,
passenger approva/eligibility/reimbursement, and flying hour program management.

1. Flight Approval Authority:

a. The SAO Chief may approve Flights within his area of accreditation in
support of SA management functions, as specified in Paragraph 130302.A.

b. For "Other" missions, established UCOM approval procedures will be
followed and fund cites obtained prior to flight.

c. For DSAA dedicated C-12s, the SAO Chief may approve missions
requested by USAF agencies (usually located in close proximity to the SAO) desiring to use their
own pilots and flying time. If the USAF agency will use the C-12 on a regular basis, the SAO and
the USAF agency should negotiate a written agreement and forward it through the UCOM to
DSAA for approval. The agreement should outline scheduling priorities, responsibilities, and
administration and shall be consistent with the DSAA/DIA/USAF MOU dated 23 September 1983.
These missions will be approved on a non-interference basis.

d. For DSAA dedicated C-12s, the SAO Chief will retain responsibility for the
proper use of the C-12 regardless of the agency using or funding the use of the C-12. For DIA
dedicated C-12 aircraft, jointly used by the SAO, the SAO Chief will retain responsibility for
proper C-12 use for SAO missions.

2. Passenger AnDroval/Eligibilitv/Reimbursement.

a. Passenger eligibility for all DOD aircraft is set out in DOD 4515.13-R. In
brief, normal categories of military travel are permitted to include temporary duty and space-
available travel of military members and dependents, provided that such travel does not interfere
with the primary SA mission. Special categories of passengers may be eligible for C-12 travel if
approved by the appropriate authority as set out in DOD 4515.13-R. NOTE: DSAA dedicated C-
12 missions may not be scheduled solely for rest and recuperation purposes.

b. The SAO Chief is responsible to determine if movement of travellers will
interfere with the SA mission and is therefore the final authority for passenger movement. This
includes authorization of SA travel as well as determination that "Other" travel will not interfere
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with the SA mission. The SAO may also approve space-available travel. In addition, the SAO ' "'

Chief has special authority as outlined in DOD 4515.13-R, Paragraph 10-I, for specified American *

Embassy personnel, distinguished foreign nationals, key foreign military, and wives of certain
officials under certain conditions.

(1) Spouses of DOD personnel, other than authorized by Paragraph 10-I, *
must have ITOs. Due to unique funding of DSAA C-12 operations, these procedures may differ
from other DOD aircraft transportation requirements. In any case, the spouse travel must clearly be
in the national interest and there must be an unquestionable official requirement in which the
spouse is actually to participate.

(2) CODELs warrant special consideration. The ASD for Legislative
Affairs (ASD/LA) has approval authority for non-sponsored, non-reimbursable flights in support
of CODELs. In addition, sponsored, non-reimbursable CODEL flights outside of the U.S. must be
submitted to SECDEF (DOD 4515.12). In the process of determining the availability of DSAA
dedicated C-12 aircraft to support a CODEL mission, DSAA will verify to ASD/LA that the aircraft
does not have a higher priority SA requirement. Normally, DSAA will request the appropriate
UCOM to obtain C- 12 availability from the SAO. Once a decision has been made to use the DSAA
dedicated C-12, the MILDEP which has been assigned by ASD/LA to support the CODEL should
immediately provide the SAO, UCOM, and DSAA/Plans, PGM with a fund cite to support the,
missions, as well as list of names of official members of the CODEL, identified by the Chairman
of the Committee which is sponsoring the CODEL, to ensure that all concerned clearly understand
who the authorized passengers are. Pursuant to 31 U.S.C 1108(g), and the rules promulgated
thereunder, such as, DOD 4515.12, 12 December 1964, official members of CODELs may be
authorized passengers on DSAA dedicated C-12 aircraft. On short notice requests, SAOs should
telephone DSAA/Plans, PGM (Commercial 703-604-6644, DSN 664-6644) to resolve questions,
on CODEL travel. SAOs will keep the UCOM and DSAA/Plans, PGM Division informed. ,

c. The reimbursement requirement for passenger travel is also addressed in
DOD 4515.13-R. If the passenger is on official duty in support of SAO management functions,
he/she is authorized travel and no reimbursement is required. In addition, approval authority for
space-available, non-reimbursable travel for designated individuals is granted to SAO Chiefs by
DOD 4515.13-R, Paragraph 10-I. Embassy requests for permission to transport non-DOD,
individuals (outside the authority of Paragraph 10-I) shall be in accordance with Department of *
State Foreign Affairs Manual Volume 6, Section 185 (6 FAM 185), 18 December 1987, as
amended to ensure proper inter-agency coordination. Note that DOS requires that 6 FAM 185
procedures be followed by all non-DOD elements of the Embassy. All other passengers must fall
under the purview of DOD 4515-13-R, Paragraph 10-I as non-reimbursable, or they must
reimburse DSAA for their travel.

(1) While some CODEL missions may be considered by DSAA and SAOs
to be SA missions, there is no authority for the use of SA administrative funds to support non-SA
CODEL missions on DSAA dedicated C-12 aircraft. CODEL mission funding will be the
responsibility of the MILDEP tasked by ASD/LA to support the CODEL. The cost for the CODEL
mission will be reported by the SAO via DSAA Form 78-001 to the DSAA Comptroller-Budget
Division for reimbursement action

(2) For reimbursable travel, there is no seat mile rate for DSAA dedicated
C-12 aircraft. Flying hour rates shall be used. Questions may be directed to DSAA/Comptroller-
Budget.

3. Flying Hour Program Management: The responsibilities of SAOs,
UCOMs, and DSAA are stated in the following paragraph.
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E. Responsibilities.

1. SAO Responsibilities:

a. SAOs will provide UCOM the flying hour programs for the yearly budget in •
accordance with criteria established by this manual and DSAA/Comptroller annual budget call.
UCOM will review and forward recommended flying hour requirements. *

b. SAOs are required to submit monthly activity reports to the C-12 Program,
Manager in accordance with the Oklahoma Air Logistics Center (OC-ALCYLKO), Oklahoma City,
Oklahoma, and DSAA C- 12 Support Agreement T-607, Attachment 3, January 1991.

c. SAOs will provide the UCOM with copies of all MOUs between the !AO
and other organizations where a shared or joint use agreement is in effect.

d. The SAO is responsible for completing DSAA Form(s) 78-001, "Request
for Revenue Traffic Aircraft", and a memorandum certifying actual flying time, for each
reimbursable flight and for mailing these forms to DSAA/Comptroller-Budget, 1111 Jefferson,
Davis Highway, Suite 303, Arlington VA 22202, as soon as practical (not later than ten working
days after the date of the flight). For additional guidance see SAMM Chapter 13, Section 1302,
Paragraph 130202.C.2.e.(2).

e. The SAO will keep the appropriate UCOM and DSAA/Plans PGM informed *
on all CODEL missions, as appropriate.

f. The SAO will provide UCOM information pertaining to changes in overall *
flying hour program requirements as soon as possible. UCOM will review and forward *
recommended changes to DSAA Plans-PGM. Changes to flying hour programs, or movement of
aircraft, can require a lead time of six months to become effective.

g. The SAO Chief will ensure that SAO complies with this section as well as
guidance which may be provided by the UCOM. Questions regarding this section should be
directed to DSAA/Plans, PGM, through the appropriate UCOM C-12 Point of Contact.

2. UCOM Responsibilities:

a. UCOMs are charged with administrative oversight of DSAA dedicated C- 12
aircraft in their area of accreditation consistent with applicable guidelines and directives to ensure
safe and efficient use of these resources.

b. UCOM will keep the Director, DSAA informed of problems or issues
resulting from reviews of SAO monthly reports, or other sources, to include corrective action(s)
underway.

c. The UCOM will assist SAOs in obtaining fund cites for "Other" missions, *
as necessary, prior to the mission.

d. The UCOM will maintain copies of all MOUs between SAOs and other *

organizations for joint or shared use of DSAA dedicated C- 12 aircraft.
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3. DSAA Responsibilities: f'N

a. DSAA/Comptroller-Budget Division:

(1) Obtain funding and establish approved flying hour budgets for SAOs.

(2) Administer reimbursement to the USAF for the total cost of the SAO
flying hour program to include the maintenance contract costs, engine overhaul, and fuel.

(3) Process DSAA Forms 78-001 submitted by SAOs.

b. DSAAIPlans-Programs Division:

(1) Provide policy and program guidance on management of DSAA
dedicated C-12 aircraft.

(2) DSAA office of primary responsibility for Internal Management
Control (IMC) reporting on C-12 aircraft to higher authority.

(3) Establish annual flying hour program reporting requirements. *

(4) Provide annual flying hour requirements to the C-12 Program *
Manager at Oklahoma City Air Logistics Center.

(5) DSAA office of primary responsibility on the DIA/DSAA/USAF C-12*
MOU.

(6) DSAA point of contact for CODEL traveL *

(7) DSAA POC for 2852 ABG/DSAA Support Agreement. *
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3. Criteria for USG Monitoring. USG monitoring and production validation
requirements will vary contingent upon numerous factors unique to individual programs.
Decisions regarding USG monitoring requirements will be made on a case-by-case basis after
review of each situation. USG audits of production facilities may not be required when there is
clear evidence of commercial arrangements which are satisfactory to the DoD or where similar DoD
controls would result in a duplication of effort. Such circumstances exist when there will be a
direct agreement between a US firm and the foreign government or foreign firm which provides
access to foreign facilities and production records by the US firm. Further, the need for direct
USG involvement in oversight may also be reduced while the US firm will have technical
representatives in the foreign plant or the US will retain control over critical technology or
components essential to the item being produced. Industry technical representatives will be
requested to provide information on the foreign production including items and quantities, third
party sales, and any non-compliance with provisions of the MOU/MOA to the cognizant DoD
component. When USG monitoring is modified based on the industry arrangements,
MOUs/MOAs will be structured to provide for USG monitoring once industry technical
representatives leave the foreign production facility or are no longer required. In other cases,
authorization of production of the entire item in the foreign country increases the need for USG
monitoring provisions. Whether or not USG monitoring and validation provisions are in the
MOU/MOA does not change the requirements of the responsible DoD components to assure that
the reports required by Paragraph F below are submitted, and for maintaining oversight of the
program. All of these factors will be considered in the initial structuring of the program and in the
initial discussions between DoD and US industry relative to the program monitoring and access
requirements. MOUs/MOAs will be structured to assure that there are acceptable monitoring
provisions for each program and also that the DoD component responsible for the MOU/MOA
receives adequate data to monitor the program and to prepare the status reports.

4. DoD Comoonent Responsibilitv. The DoD component responsible for an
MOU must assure that the following actions are accomplished.

a. That commitments are not made regarding coproduction programs until OSD
level approval is obtained in accordance with DoDD 5530.3.

b. That MOUs are drafted consistent with current DoD policy and that negotiation
and conclusion authority is requested and obtained in accordance with the provisions of DoDD
5530.3.

c. That appropriate provisions are included in all agreements to assure USG and
foreign country rights and obligations are clearly defined. Appropriate provisions to enable USG
monitoring of the agreement as identified in Paragraph 1 above will be included in all agreements.

d. That munitions export license reviews and approvals will not be provided prior
to completion of negotiations if such approvals would conflict with, or otherwise impact on, USG
MOU/MOA negotiations.

e. That all MILDEP coordination is conducted and any required Congressional
notification data is provided to DSAA.

f. That after conclusion of the agreement appropriate distribution of copies of the
agreement is made to DSAA, the SAO, DIA, OGC (original), State Department Treaty Affairs, and
other involved organizations.
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g. That responsibility for monitoring all aspects of the agreement is clearly
assigned within the organization. Since the majority of the agreements will involve the
coproduction of US defense equipment, it is expected that overall responsibility will normally rest
with the program manager or project manager within a MILDEP.

h. Since many agreements are complex and involve numerous DoD functional area
responsibilities, the monitoring and implementation of individual aspects of the agreements will be
the responsibility of the cognizant DoD component for that functional area. Accordingly,
implementing arrangements will clearly identify such individual responsibilities.

L. That procedures are established to assure compliance with all elements of the
agreement. Issues of noncompliance will be addressed expeditiously. DSAA will be provided
with an information copy of any correspondence issued or received relative to MOU/MOA
compliance matters.

j. Data on the status of the foreign country's production line and the quantities
produced will be maintained. This data will be included in the summary report submitted to DSAA
on a semi-annual basis

k. Assure that production facilities are visited by DoD personnel, if required,
consistent with the provisions of the MOU/MOA. During such visits, the personnel will, as a
minimum, review production records and validate production and retransfer reports. Findings will
be recorded in a trip report and distributed to all involved agencies. The visits may be conducted
by knowledgeable personnel in conjunction with other regularly scheduled visits.

5. DSAA Responsibilities. Under the provisions of DoDD 5503.3, DSAA is the
OSD point of contact for coproduction and SA MOUs/MOAs; i.e., MOUs/MOAs that will/may be
implemented under the provisions of the SA program, and for providing the authority to negotiate
and conclude such agreements.

a. DSAA will receive requests from DoD components for authority to negotiate
and conclude coproduction and SA MOUs/MOAs. Prior to providing such authority, DSAA will
staff the MOUs/MOAs with the appropriate DoD components, within OSD, and with the
Department of State.

b. DSAA is responsible for providing policy guidance on coproduction and SA
MOUs/MOAs, when required, and for conducting any necessary staffing of such guidance within
OSD and with the Department of State.

c. DSAA is responsible for staffing and providing to the Congress certain
notifications required by legislative provisions; e.g., AECA Section 36(b).

d. DSAA is responsible for initiating appropriate action within DoD and with the
Department of State when issues of MOU/MOA non-compliance are identified.

e. DSAA/OPS-MGT is the point of contact within DSAA for all issues relative to •
MOU/MOA compliance. A point of contact within Operations will be identified to all involved
organizations regarding all matters concerning the MOU/MOA. This identification will be provided
to the DoD component responsible for the MOU/MOA.

6. SAO Resnonsibifities. As a part of its program management and oversight
function, the SAO has certain responsibilities relative to all SA agreements. To accomplish these
responsibilities, the SAO will:
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a. Identify the specific individual within the SAO who will be familiar with the
agreement and who is responsible for monitoring the status of the agreement in country. This will
include maintaining contact with the cognizant DoD component. Provisions will be made for
continuity of the requirement after departure of the first individual identified.

b. Be responsive to all requests for information from the program manager or
DSAA regarding any security assistance program MOU/MOA.

c. Provide to all involved organizations any information on problems with an
MOU/MOA or information on potential or alleged non-compliance brought to the SAOs attention.

d. When required, to serve as the conduit for production status information from
the country to the responsible DoD compoent

F. Status Report of Coproduction Programs. The cognizant DoD Component**
will provide to DSAA an annual update of the status of coproduction programs under its purview,
with a copy to OUSD(A&T)DUTP&IP. DSAA Reports Control Symbol DSAA 1226 is
established for this report. The following information is required on an annual basis as of
31 December (The report will be submitted not later than 31 January):

1. Country/International Organization

2. Date of MOU/MOA

3. Expiration of MOU/MOA

4. Item(s) and Quantity(s) authorized for production in MOU/MOA

5. Status of foreign country's production; i.e., items in production, quantities
produced during the reporting period, quantity produced to date. *

6. Third Country Sales authorized, if any, specifying country and quantity
involved.

7. Identification/summary of any reports of MOU/MOA noncompliance received
during the reporting period (if none, state none). *

8. Source of information for data provided under Sections 5, 6, and 7 of the
report, and a summary of monitoring actions taken during the reporting period. *

9. Name, organization, and telephone number of the assigned project officer.

10. Status/summary of technology flowback received and its use.

140106 COOPERATIVE PROJECTS UNDER THE AECA. SECTION27

A. General.

1. One of the components of the DoD relationship with its allies, within the arena of
defense cooperation, involves NATO Cooperative Projects. These projects are authorized by
Section 115 of the International Security and Development Cooperation Act of 1985 which amends
Section 27 of the AECA and, by Section 1102 of the DoD Authorization Act of 1986 which adds a
new Section 2407 to Title 10 of the USC.
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2. The original legislative authority for these cooperative projects applied only to NATO • N
member countries. Subsequent authority (Section 1103 of the National Defense Authorization Act
for FY 1987) amended Section 27 of the AECA to extend the scope of the cooperative projects to
specific non-NATO friendly foreign countries, based on identification of the countries by DoD and
reports submitted to the Congressional Committees.

3. Programs eligible for designation and implementation as cooperative projects are
required to meet the definitional and waiver criteria of Section 27 of the AECA and 10 USC. 2407,
set forth below. The objective of these projects is to economize through pooling of resources by
all parties. Thus, a basic principle of these projects is the willingness of the participants to
equitably share the costs and administrative expenses of the program. Additionally, such
agreements must provide that no requirement is imposed by a participant for worksharing or other
industrial or commercial compensation in connection with the agreement that is not in accordance
with such agreement.

4. Cooperative projects are intended to fulfill joint requirements of both the DoD and
the foreign parties and thus Section 27 provisions are not intended to be applied to those programs
that entail foreign acquisition to meet foreign requirements whether from US production, foreign
coproduction, or licensed production of wholly US developed weapons systems. That is,
cooperative projects are not a substitute for FMS. Cooperative projects make possible partnership
arrangements for truly cooperative projects where the US and another eligible country make
equitable and important contributions during the early phases of weapons systems development
and where a joint management office is established to administer the program on behalf of the
participants.

B. Definitions - Section 27. AECA.

1. NATO Cooperative Project. The term "cooperative project" in the case of an
agreement with the NATO, or with one or more member countries of that organization, means a
jointly managed arrangement, described in a written agreement among the parties, which is
undertaken in order to further the objectives of standardization, rationalization, and interoperability
of the armed forces of NATO member countries and which provides:

a. For one or more of the other participants to share with the US the costs of
research, development, testing, evaluation, or joint production (including follow-on support) of
certain defense articles;

b. For concurrent production in the US and in the country of another participant of
a defense article jointly developed under a. above;

c. For procurement by the US of a defense article or defense service from another
member country.

2. Non-NATO Cooperative Project. The term "cooperative project" in the case of an
agreement entered into with a non-NATO country under subsection (j) of Section 27, AECA,
means a jointly managed arrangement, described in a written agreement among the parties, which
is undertaken in order to enhance the ongoing multinational effort of the participants to improve the
conventional defense capabilities of the participants and which provides:

a. For one or more of the other participants to share with the US the costs of
research, development, testing, evaluation, or joint production (including follow-on support) of
certain defense articles;

1401-11 Change No. 7, 5 January 1996



140106.E.4.c. DOD 5105.38-M

c. An estimate of the full cost of the cooperative project, with an estimate of the
part of the full cost to be incurred by the USG for its participation in such a cooperative project,
including an estimate of the costs to be incurred as a result of waivers of charges which would
otherwise be required under AECA Secs 21(e)(1)(A) and 43(b) and an estimate of that part of the
full costs to be incurred by the other participants;

d. An estimate of the dollar value of the funds to be contributed by the US and
eacn of the other participants on behalf of such a cooperative project;

e. A description of the defense articles and defense services expected to be
contributed by the US and each of the other participants on behalf of such a cooperative project;

f. A statement of the foreign policy and national security benefits anticipated to be
derived from such a cooperative project; and,

g. To the extent known, whether it is likely that prime contracts -will be awarded to
particular prime contractors or that subcontracts will be awarded to particular subcontractors to
comply with the proposed agreement.

5. Pursuant to the requirements of Executive Order 11958, DSAA will consult with the
Departments of State and Treasury regarding implementation of cooperative projects under AECA
Sec 27 including waiver or reduction of charges, prior to Congressional certification.

140107 REOUESTS FOR OFFSET PROCUREMENT. **

A. Polic. USG agencies may not enter into or commit US firms to any offset agreement.
This policy also prohibits the use of USG funds to finance offsets. Any foreign government
requesting offset arrangements in conjunction with FMS should be informed that the responsibility
for negotiating offset arrangements and satisfying all related commitments resides with the US firm
involved.

B. Offset Administrative Costs.

1. DFARS 225.7303-2 allows US contractors to recover, under FMS contracts based
on LOAs financed wholly by customer cash or repayable FMF credits, offset administrative costs
of any offsets which are associated with those contracts. These costs should be included, as part
of the applicable line item unit cost, in P&A data and in estimated prices quoted in the LOAs (see
also Section 70105.L).

2. It is the contractor's responsibility to inform the IA when estimated offset
administrative costs have been included in the FMS pricing information provided; these costs
should be included as early as possible, but before submittal of the LOA. Requests to include
these costs after LOA acceptance will require LOA modification.

3. It is the responsibility of the IA to specify to DSAA, in the transmittal of an LOA
(and of any subsequent modification or amendment to that LOA), when offset administrative costs
have been included in a line item unit cost

4. It is inappropriate to discuss with the foreign government the nature or details of an
offset arrangement with a US contractor; however, the fact that offset administrative costs have
been included in the P&A or LOA price estimate will be confirmed, should the customer inquire.
The customer should be directed to the US contractor for answers to all questions regarding its
offset arrangement, including the cost of administering the arrangement. IA involvement in any
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discussion of these costs with the customer (beyond confirmation of their inclusion in price
estimates) requires case-by-case review and approval by DSAA.

140108 RELEASE OF TECHNICAL DATA.

A. General. It is DoD policy to treat defense-related technology as a valuable and limited
national security resource. Any export or re-export of defense related technical data of US origin
to a foreign recipient for its indigenous defense requirements must be approved under AECA
provisions. The principal controls are those provided under FMS procedures or export licensing
for commercial transactions by DoS, Office for Defense Trade Controls (PM/DTC).

B. Definition of Technical Data. Technical data is defined in paragraph 140104.B.
above. The most prominent category of technical data is described as a TDP. The TDP normally
includes technical design and manufacturing information sufficient to enable the construction or
manufacture of a defense item, component, modification, or to enable the performance of certain
maintenance or production processes. It may include blueprints, drawings, plans, or instructions
that can be used or adapted for use in the design, production, manufacture, or maintenance of the
defense items or technology. USG rights to defense related technical data and TDPs range from
complete USG ownership, to the possession of unlimited government rights, government purpose
license rights, or limited rights of use of privately-owned data, to complete private ownership
without any USG rights of use.

C. Scoe. The provisions of this paragraph on release of technical data apply to those
programs where an eligible foreign government seeks US origin technical data or a TDP for its use
to meet its indigenous defense requirements or for potential retransfer of either defense items or
technology to another foreign country for non-DoD use. These provisions do not apply to those
programs between a US prime contractor and its foreign subcontractors or potential subcontractors
when the arrangement is intended to further USG defense acquisition requirements. The
provisions of the FAR and DoD Supplement thereto govern such arrangements for DoD
acquisition.

D. Annroval to Release Technical Data

1. Anoroval of the DSAA. All requests to acquire technical data under FMS
procedures must be approved by DoD component concerned and the Director, DSAA.
Accordingly, DoD component will assure that DSAA is provided an information copy of all
requests from foreign governments for such technical data release.

2. Snecial Requirements When Credit Financed. LOAs for the sale of
technical data for production purposes will normally be financed on a cash basis. In the
exceptional case when an LOA for production technical data is approved for FMS credit financing
under the AECA, notification must first be provided to the Congress by the Department of State
pursuant to AECA Sec 42(b).

3. Technical Data Related to Defense Articles Manufactured by
Watervliet Arsenal. Title 10 USC, Section 4542, prohibits the transfer of technical data from
any government owned and operated defense plant manufacturing large caliber cannons (Watervliet
Arsenal) to any foreign government, or assistance to any foreign government in producing any
defense items currently being manufactured or developed in a government-owned, government-
operated defense plant manufacturing large caliber cannons, unless the exceptional requirements of
the statute are met. Headquarters, Department of Army must be consulted as to whether these
requirements can be met before action may be taken to commit the USG to transfer such data.
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4. Tynes of Requests. Requests for technical data and TDPs normally fall into one
of three categories:

a. For use in operation and maintenance of items of US origin defense equipment
which had been previously transferred to the recipient.

b. For use in production of the defense item, or component thereof, follow-on-
development of the item/components or improvement of an item of US equipment (or derivations
thereof), and

c. For study or evaluation purposes (for consideration of the desirability of a
specific defense item for later request to the USG for authorization for production).

E. Channels for Transfer of Technical Data and TDPs.

1. US Government-owned Technical Data and TDPs. When requested by a
foreign government for its indigenous defense requirements, USG-owned technical data and TDPs
will only be released under FMS procedures. They will normally not be released unless it has been
determined to be in the US interest to do so and alternative means of meeting the requirements have
been reviewed and are considered to be less desirable. Such technical data and TDPs will be sold
only as defined line items on FMS cases, and the line item will clearly identify the item of defense
equipment to which the data applies. The LOA will define the purpose for which the data or TDP
is released and the applicable limitations and restrictions on the purchaser's use of the data.
Foreign governments are responsible for the control and use of data received. Accordingly, US-
owned data required by foreign finms for authorized programs will be transferred through the
appropriate foreign government.

2. Privately-Owned Technical Data and TDPs for which USG Has
Unlimited or Government Purnose Rights of Use. Technical data and TDPs for which
the USG holds unlimited or government purpose rights of use, and a US firm also holds
associated rights, are preferred to be transferred on a government-to-government basis but may be
transferred by the US firm holding associated rights, subject to USG approval through the export
licensing piocess. If a government-to-government LOA is requested, the provisions of paragraph
F below will be followed. If a direct commercial program transfer is requested by a foreign
country, and the US firm holding associated rights desires to make such a transfer, the US firm
must comply with the export licensing requirements of the Department of State. In addition, to
facilitate the export licensing process the US firm should consult with the MILDEP holding rights
of use in the technical data.

3. All other Unclassified Technical data and Technical Data Packages.
The provision of all other categories of unclassified technical data and TDPs (i.e. where they are
owned by a US firm or the USG has only limited rights) may be accomplished on a direct
commercial basis subject to the US firm receiving a State Department approved export license.

4. USG NC and Royalty Fees. As detailed in Paragraph 140108 below, when
data is transferred to a foreign country for reproduction purposes and the USG has financial
investment in the development of that data, or development and production tools, the USG is, as
required by DoDD 2140.2, to be reimbursed for any foreign production of the equipment
components or derivatives thereof. This requirement applies whether the technical data and/or TDP
is transferred under FMS by DoD or on a direct commercial basis by a contractor unless such fees
have been waived or are exempted.
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5. ClassMified Data. Classified technical data and TDPs will be transferred only
through official government channel pursuant to DoDD 5200. l-R, DoDD 5220.22-M, and part 25
of the ITAR.

F. LOAs for Technical Data and TDPs. The LOA will cover, as a minimum, the full
costs for preparation, reproduction, and handling of the technical data and TDP. In addition, if the
technical data and/or TDP is intended to be used for production purposes, the LOA will include the
appropriate fee for authorized production unless such fees have been waived or are exempted.
This fee will be the established NC pro rata charge for MDE items or a royalty fee for non-MDE
items as required by DoDD 2140.2. Guidelines for the royalty fee computation are included in
Paragraph 140109 below. The applicable charge will be included as a separate line on the LOA *
unless waived by the Director DSAA under the provisions of Paragraph 140109. The LOA will *
clearly state (on the first page after identification of the item) the purpose of the TDP, as follows:

1. "This TDP is for production purposes."

2. "This TDP is for study purposes only - no production is authorized."

3. "This TDP is for operation and maintenance only - no production is authorized."

G. Annotating Defense Trade Control Export Licenses. For items where the
technical data or TDP is owned by the USG and the program is for the recipient country's*
indigenous requirements, the Defense Trade Control Export License(s) for proposal/evaluation/
marketing data will be annotated with a proviso stating the requirement for the actual production
technical data/TDP to be requested via FMS channels. This requirement does not apply to licenses
pertaining solely to marketing data, nonproduction technical data, or data not owned by the USG.

H. Sale of TDPs for Operation and Maintenance PurnoseM.

1. General. TDPs will normally not be sold for the pdrpose of conducting O&M of
US equipment. It will be sold for O&M only if there is no other viable means of ensuring that the
US origin equipment can be maintained. TDPs will not be sold for this purpose unless the
MILDEP is able to verify that the specific item of US equipment was provided to the foreign
country through authorized transfer.

2. Data Reouired by the DSAA. If release of a TDP is requested for purposes of
operation and maintenance of an item of US equipment which has been approved for sale to the
requestor, DoD component having cognizance over the item will provide the Director, DSAA,
information shown at Table 1401-1, for use in making a release determination. The data sheet
should be forwarded to DSAA with the LOA.

3. LOA Provisions. The following note should be placed in those LOAs involving
the sale of a TDP for operation and maintenance purposes only:

The technical data package offered herein is provided only for the purpose of
opr'ation and maintenance of the (defense equipment) transferred to (country) with
USG aroval. Should any new operation or maintenance procedures be developed
by (country) for the (defense equipmeno, they will be shared without charge with the
US program manager. In offering this FMS case to (country), the US Government
makes no prior commitment or authorization for (country) to manufacture the defense
equipment described therein. Separate US Government approval is required for such
manufacture. The purchaser agrees that unless specific authorization is provided in
writing from the US Government, the TDP will not be used for production.

1401-17 Change No. 7, 5 January 1996



140108.1. DOD 5105.38-M

I. Sale of TDPs for Production Purooses or Study Purnoses.

1. General. If the item requested to be produced in a foreign country is in excess or
long supply position in a MILDEP inventory or if foreign production would result in an adverse
impact on the US mobilization base for items currently being produced in the US requests for
technical data for foreign production or evaluation of the item will normally be denied. Referrals of
requests to DSAA for production authorization should include the appropriate information relevant
to the intended end use of the TDP. An official written communication is required from the
Purchaser that states the intended end use of the TDP in every case. An LOA for release of TDPs
for study purposes will not be offered unless DoD is willing to release the TDP for production
purposes also.

2. Data Required by DSAA. In the event a TDP is requested for purposes of
foreign production of an item of US defense equipment, the MILDEP having cognizance over the
item will provide the Director, DSAA, the information shown at Table 1401-2, for use in making a
release determination. The data sheet should be forwarded to DSAA with the LOA.

3. Royalty Fee Guidelines. When the purchasing country intends to use the TDP
for production, a royalty fee will be assessed for each item produced unless such fees have been
waived or are exempted. Procedures on royalty fee computations, LOA presentation, collection,
and waiver considerations are included in Paragraph 140109 below. ,

4. LOA Provisions The MILDEPs shall include the applicable notes listed in a., b.,
and c. below in LOAs for sale of TDPs for study or production purposes:

a. TDPs Provided for Study Purnoses:

The technical data package offered herein is provided strictly for study
purposes only. In offering this FMS case to [country], the US Government makes
no prior commitment or authorization for [country] to manufacture the defense
equipment described therein. Separate US Government approval is required for
such manufacture. If requested and approved, an LOA Amendment will be issued ,
for the provision of a certified production technical data package and any applicable ,
charges for its use for manufacture.

b. TDPs Provided for Indigenous Defense Production

(1) The technical data package offered herein is provided for the
manufacture of Iguantityl tdefense equipmentl in Icountry| for indigenous purposes
only. Such manufacture may be accomplished either by the Government of
[country] in its own government-owned or government-operated facilities or in
designated in-country private commercial facilities.

(2) Any manufacture in excess of this quantity for indigenous defense
purposes will require separate approval of the US Government and the execution of
an LOA Notice of Modification.

(3) The information furnished under this LOA, and the product derived
from the use of such information, shall not be disclosed or transferred to any third
country, person, or organization without the prior written consent of the US
Government and, where required, the execution of an LOA Modification.
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(4) The use of technical data which will be provided under this LOA
will be limited to that required for the manufacture of the equipment specifically
authorized herein and its operation and maintenance. Information which has been
acquired by the US Government without the unencumbered right to use and convey
to others will not be furnished.

(5) It is understood that the furnishing of these technical data does not
in any way constitute a license to make, use, sell, or transfer whatsoever any
inventions, technical information, or know-how (hereinafter referred to as
proprietary information) owned by third parties which may be described in the
documentation.

(6) The US Government incurs no liability for any procurement,
manufacture, use, or sale by the Government of [country] which makes use of any
of the aforementioned proprietary information, or for any results derived from the
use of the technical data furnished. The Government of [country] agrees to
indemnify the US Government against any liability resulting from a claim asserted
by the owner of any such proprietary rights in connection with such use by the
Government of [country] of the documentation provided hereunder.

(7) The US Government will use its best efforts to furnish technical
data that are accurate, adequate for the authorized purpose, current, and complete;
however, the US Government does not guarantee the adequacy, accuracy,
currency, or completeness of these data. Similarly, the US Government does not
guarantee the accuracy, adequacy, currency, or completeness of any US industry
documentation.

(8) The cost of the documentation provided hereunder does not include
periodic updating (revisioning service), which may be requested under a separate
LOA, if desired.

(9) Production Validation - The Government of [country] will permit
US Government personnel access to government and contractor facilities, records,
and storage sites to review the implementation of the requirements of this LOA.
Such access will be permitted when mutually convenient, but within a reasonable
period of time after the request. Visits will be accomplished under established visit
procedures.

(10) Flowback of [country] Technical Data to the US:

(a) Technical Data - [country] will furnish or cause to be furnished

the following technical data to the US Government at no cost to the US
Government other than the cost of reproduction, preparation, and handling:

j. All technical data pertaining to changes, modifications,
and improvements in the design of [defense equipment] made in the course of
development, evaluation, production, operation, and maintenance of [defense
equipment].

2. All technical data pertaining to manufacturing processes
employed in the production of [defense equipment].

3. Technical data pertaining to changes proposed in the
design of [defense equipment] but not adopted.
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4. Notwithstanding 1., 2., and 3. above, if [country]
incorporates an existing commercial item without modification of either the item or
the [defense equipment] and if: (i) the item is not based in whole or in part on US
technical data or on US design; and (ii) the item is not in whole or in part funded or
financed by [country] directly or indirectly; and (iii) there is no development
contract or subcontract between [country] and the supplier, then [country] will only
be required, to the extent that it has the right to do so without incurring liability to
others, to provide the US Government sufficient information for the US
Government to evaluate the item, to procure it, to incorporate it into the system, and
to operate, maintain, repair, overhaul, and modify it.

(b) Right to Use - [country] will grant or cause to be granted to the
US Government a non-exclusive, irrevocable, royalty-free license to use and have
used for US defense purposes, including security assistance, the technical data
defined in (a)W, 2, and 3 above and any inventions (whether or not patentable) made
in the course of activities covered by this LOA. Additionally, [country] will use its
best efforts to obtain licenses on fair and reasonable terms to the US Government to
use and have used the technical data defined in subparagraph (a)_4 and patented
inventions depicted in such technical data for US defense purposes, including
security assistance.

(c) Contract Provisions - [country] will include suitable
provisions in all pertinent program contracts, including a requirement to include
those same provisions in all subcontracts, to meet the requirements of this section.

c. TDPs for Production Purposes which Authorize Third Country
SalW:

(1) The technical data package offered herein is provided for the
manufacture of [quantity] [defense eQuipmentl in [country] for indigenous purposes
only and [quantity] of [defense equipmentl in [country] for subsequent transfer to
[country name(s)]. Such manufacture may be accomplished either by the
Government of [country] in its own government-owned or government-operated
facilities or in designated in-country private commercial facilities.

(2) Any manufacture in excess of this quantity for indigenous defense
purposes and as authorized in note (a) herein will require separate approval of the
US Government and the execution of an LOA Modification.

(3) The information furnished under this LOA, and the product derived
from the use of such information, shall not be disclosed or transferred to any third
country, person, or organization other than the Government(s) of [country
names(s)] without the prior written consent of the US Government and, where
required, the execution of an LOA Modification.

(4) The use of technical data which will be provided under this LOA will be
limited to that required for the manufacture of the equipment specifically authorized
herein and its operation and maintenance. Information which has been acquired by
the US Government without the unencumbered right to use and convey to others
will not be furnished.

(5) It is understood that the furnishing of these technical data does not in
any way constitute a license to make, use, sell, or transfer whatsoever any

1401-20 Change No. 7, 5 January 1996



140108.I.4.c.(6) DOD 5105.38-M

inventions, technical information, or know-how (hereinafter referred to as
proprietary information) owned by third parties which may be described in the
documentation.

(6) The US Government incurs no liability for any procurement,
manufacture, use, or sale by the Government of [country] which makes use of any
of the aforementioned proprietary information, or for any results derived from the
use of the technical data furnished. The Government of [country] agrees to
indemnify the US Government against any liability resting from a claim asserted by
the owner of such proprietary rights in connection with such use by the
Government of [country] of the documentation provided hereunder.

(7) The US Government will use its best efforts to furnish technical data
that are accurate, adequate for the authorized purpose, current, and complete;
however, the US Government does not guarantee the adequacy, accuracy,
currency, or completeness of these data. Similarly, the US Government does not
guarantee the accuracy, adequacy, currency, or completeness of any US industry
documentation.

(8) Production Validation - The Government of [country] will permit US
Government personnel access to government and contractor facilities, records, and
storage sites to review the implementation of the requirements of this LOA. Such
access will be permitted when mutually convenient, but within a reasonable period
of time after the request. Visits will be accomplished under established visit
procedures.

(9) The cost of the documentation provided hereunder does not include
periodic updating [revisioning service], which may be requested under a separate
LOA, if desired.

(10) Flowback of [country] Technical Data to the US:

(a) Technical Data - [country] will furnish or cause to be furnished the
following technical data to the US Government at no cost to the US Government
other than the cost of reproduction, preparation, and handling:

1. All technical data pertaining to changes, modifications, and
improvements in the design of [defense equipment] made in the course of
development, evaluation, production, operation, and maintenance of [defense
equipment].

2. All technical data pertaining to manufacturing processes
employed in the production of [defense. equipment].

3. Technical data pertaining to changes proposed in the design of
[defense equipment] but not adopted.

4. Notwithstanding 1, and 3 above, if [country] incorporates
an existing commercial item without modification of either the item or the [defense
equipment] and if: (i) the item is not based in whole or in part on US technical data
or on US design; and (ii) the item is not in whole or in part funded or financed by
[country] directly or indirectly; and (iii) there is no development contract or
subcontract between [country] and the supplier, then [country] will only be
required, to the extent that it has the right to do so without incurring liability to
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others, to provide the US Government sufficient information for the US
Government to evaluate the item, to procure it, to incorporate it into the system, and
to operate, maintain, repair, overhaul, and modify it.

(b) Right to Use - [country] will grant or cause to be granted to the US
Government a non-exclusive, irrevocable, royalty-free license to use and have used
for US defense purposes, including security assistance, the technical data defined in
(a)JL 2, and 3 above, and any inventions (whether or not patentable) made in the
course of activities covered by this LOA. Additionally, [country] will use its best
efforts to obtain licenses on fair and reasonable terms to the US Government to use
and have used the technical data defined in subparagraph (a)4 and patented
inventions depicted in such technical data for US defense purposes, including
security assistance.

(c) Contract Provisions - [country] will include suitable provisions in
all pertinent program contracts, including a requirement to include those same
provisions in all subcontracts, to meet the requirements of this section.

J. Revisioning Services. The sale of revisioning services, which provide for the
updating of TDPs on a continual basis, may be offered only for TDPs which have been approved
for transfer. A maximum of two years of revisioning services may be offered with the LOA wifich
initially authorizes the TDP transfer. These services must be offered as a separate line item, and
note 140108.I.4.b.(8)/140108.I.4.c.(9) must be amended accordingly. Subsequent sale of
revisioning services requires separate LOA authorization and specific notes in the LOA.

1. If the TDP transfer notes in the basic LOA, specifying the Purchaser's rights and
obligations regarding the use of the basic TDP, comply with the current version of the SAMM, and
if the basic LOA is maintained in the active files and can be produced upon request, the following
note will be used:

The revisioning services offered herein are intended for updating the Purchaser's
existing [production/O&M/studyl technical data package (TDP) furnished on FMS
case [case designator], accepted [date]. All TDP notes supporting [case designator]
are incorporated herein by reference and apply to the revisioning services
transferred pursuant to this LOA.

2. If a previous revisioning services LOA updated the TDP notes to bring them into
compliance with the current version of SAMM Section 1401, the updated notes (vice the original
LOA) must be maintained in the active revisioning case file, and the following note will be used:

The revisioning services offered herein are intended for updating the Purchaser's
existing [production/O&M/study] technical data package (TDP) furnished on FMS
case [designator], accepted [date], and on revisioning service LOA [designator],
accepted [date]. All TDP notes supporting [case designator of the revisioning
services LOA which updated the TDP notes] are incorporated herein by reference
and apply to the revisioning services transferred pursuant to this LOA.

3. If previous TDP transfer notes are no longer current on the matter of the Purchaser's
rights and obligations regarding the use of the basic TDP, or if previous notes - even if adequate -
cannot be produced and verified, the revisioning services LOA will contain the complete provisions
required for initial TDP transfer.

K. Reoorting in the 1200 System. For reporting purposes, the line on the LOA for the
applicable royalty fee (and nonrecurring recoupment charge) will be reported as code R9D in the
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1200 system. Technical data packages will be recorded in the 1200 system under generic code
MIF pseudo NSN 0208000000TDP. Revisioning services will be recorded under generic code
MIF pseudo NSN 020800OTDPREV. Descripdon: TDP Revision/Update Svc.

L. Restrictive Markings on TDPs. In all cases, care will be taken to insure that the
TDP bears clear identifying marks stating any restrictions which indicate whether manufacturing is
authorized or not authorized, as well as security classifications, which may apply. The restrictive
markings will be applied to each piece of technical information provided, including drawings and
aperture cards.

140109 ROYALTY FEE MANAGEMENT.

A. LGuesdelnes.

1. General. Charges for the use of TDPs to be used to manufacture or produce items
for non-USG use are referred to as royalty fees (see FMR). Royalty fees apply when there is a
firm USG authorization to produce items for non-USG use. LOAs for TDPs, as a minimum, will:

a. Be constructed of two line items, that is, one for the TDP and a second line for
the total royalty fee;

b. Include a planned production schedule, actual or estimated, as a supplemental
condition against which estimated royalty fees will be assessed;

c. Contain a supplemental condition that authorizes US representatives to validate
the accuracy of production when required, and

d. List and quantify production for approved third country production where such
transfers have been authorized by the USG.

Production quantities authorization will normally require validation after no more than ten years.

2. Royalty Fee Computation.

a. For MDE items, the approved MDE nonrecurring cost recoupment charge is
assessed for each item produced. For non-MDE items, a percentage surcharge is applied on the
basis of the item's current DoD inventory price. The percentage surcharges are as follows:

(1) Where the foreign applicant intends to produce the article for "in-country"
consumption only, a royalty fee of five percent of the latest or current US unit price for each
complete unit produced in country.

(2) Where the DoD has specifically approved "in-country" production for third
country sale, a royalty fee of eight percent of the latest or current US unit price for each complete
unit produced in-country for third country sale.

b. When the production quantity is approved in the LOA, the NC charge or
appropriate percentage of the current DoD inventory price in effect will be used as the royalty fee.
Once established, the royalty fee will be effective for the production of the approved quantity and
not subject to retroactive recalculation. For subsequent production quantities approved, the royalty
fee will be recalculated based on the then most current DoD inventory price or NC charge. The
price basis will exclude all FMS surcharges or FMS-unique factors. The authorized production of
US defense items will normally not exceed a period of ten years.

1401-23 Change No. 7, 5 January 1996



140109.A.2.c. DOD 5105.38-M

c. Based on cost effective considerations, a royalty fee will not be assessed when
the total royalty fee value is less than $100 and when an LOA would otherwise have to be modified
to include the royalty fee line.

3. Reductions Waivers. and Exemntions. The royalty fee may be reduced or
waived when the Director, DSAA, determines that special circumstances warrant a specific
exception:

a. The charge for "in-country" consumption may be waived when the foreign
applicant is a current recipient of MAP or concessional FMS credit funds.

b. If the item to be produced is obsolete and no longer being manufactured for
DoD is not available in the DoD inventories, the royalty fee may be reduced or waived.

c. Royalty fees may be reduced by the proportion of US manufactured
components purchased from the US and incorporated in the end item being manufactured by the
customer if it is demonstrated that a duplicate royalty fee would be assessed.

d. Any reduction or waiver of royalty fees is required to be approved in writing by
the DSAA and the Office of the ASD (Comptroller).

e. Fair Pricing legislation exempted charging of NC or royalty fees for FMS LOAs
that are fully financed with MAP Merger and/or Non-repayable FMS Credits. This exemption
includes sales of TDPs for purposes of foreign production or coproduction of MDE for indigenous
use. However, all units produced for third parties are subject to an eight percent royalty fee as
third party transactions are not financed with USG grant funds.

4. Billing of Royalty Fees. The royalty fee will be automatically billed according
to the payment schedule that will be based on a production schedule. Revised payment and
production schedules will be formalized by an LOA Modification. If a production schedule is not
available at the time of LOA preparation for an approved quantity, the Purchaser will have 12
months to provide a schedule. A supplemental condition will be placed in the LOA to (1) require
that the production schedule be provided within 12 months for the quantity of items authorized for
production by the LOA and (2) advise the customer that if no production schedule is provided then
a bill for either one year production or 1/10 of the total authorized production, at the USG option,
will be presented for payment. Ten months after LOA acceptance, DFAS-DE/I will request that the
IA obtain a production schedule from the FMS Purchaser. If no reply is received from the
customers within 45 calendar days of the date of the request, the MILDEP will issue a Modification
and a bill for either one year production quantity or 1/10 of the total authorized production quantity
will be presented by DFAS-DE/I for payment. Should the production quantity authorization be
more or less than the normal ten year validation, the amount to be billed will be adjusted
accordingly.

B. Royalty Fee Collection. DFAS-DE/I is the supporting activity or line manager for
the royalty fee line. The TDP line will be delivery reported using normal FMS billing procedures.
For the royalty fee line, DFAS-DE/I will be the official accounting station. The royalty fee line will
be delivery reported and accounted for by DFAS-DE/I. DFAS-DE/I will maintain and liquidate
obligations for the royalty fee line and deposit receipts according to the FMR. DFAS-DE/I will
record commitments, obligations, disbursements, and performance. Financial data will be
available in the DIEFS data base and the MILDEPs will have normal access as with any other FMS
case. DFAS-DE/I will also provide "FK" feedback as recorded in DIFS to the IA.

C. M•ui.9rshiu. DFAS-DE/I will request the MILDEP to confirm the actual production
schedule on an annual basis after acceptance of FMS cases. DSAA will determine the requirement
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to spot check foreign production. If required, DSAA will select a sampling of country reported
productions and request an SAO or other USG representative to inspect the in-country production
facility to verify that royalty payments are commensurate with actual production. The sampling
will be selected by DSAA based on recommendations by the lAs and DFAS-DE/I. The results of
the inspection and any corrective action will be furnished to DSAA and a copy furnished to the
applicable IA and DFAS-DE/I. DFAS-DE/I will report anticipated and actual collections of royalty
fees through the DSAA (Q) 1112 Report to the DSAA Comptroller (Financial Management
Division).

D. Closure. DFAS-DE/I will furnish the MILDEP a statement that all financial obligations

have been met.

E. TDPs Sold or Transferred via Other Sources.

1. GuaideIlou . DFAS-DE/I will collect royalty fees associated with foreign
production where TDPs were or are obtained by foreign governments through means other than
FMS case and that are used for production purposes for the benefit of non-USG users. A
documented country agreement to pay the royalty fee is required prior to collection. These
procedures apply except when a waiver has been approved or in the unusual event that the US
contractor pays to the MILDEP directly.

2. Process When the royalty fee requirement and the associated assessment is
identified, SAAC will:

a. Establish a pseudo FMS case designator for control purposes;

b. Advise the foreign government, through the SAO, that a production schedule is
required within 45 days to DFAS-DE/I;

c. Bill the foreign government according to the production schedule through the

normal FMS billing process using a DD Form 645;

d. Receive and review the annual production report required from the country;

e. Verify through DSAA the accuracy of the production schedule on a sampling
basis, and

f. Report anticipated and actual collections to DSAA via the DSAA (Q) 1112
Report.

If a production schedule is not available, DFAS-DE/I will provide pertinent data to the SAO and
request the SAO to obtain production status and a schedule of future productions. DFAS-DE/I will
suspense the query and follow up for two three-month intervals. Further pursuit of the query
should be requested of DSAA Operations.
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The Security Assistance Database Programs (TMS, SAARMS) and the IDSS communications
software (LINKPC) were developed to only operate on IBM PC compatible systems utilizing the
80386 (or higher) microprocessor, and running under the Microsoft Disk Operating System (MS-
DOS) version 5.0 or higher. This should be considered a minimum operating configuration. It is
acceptable to upgrade this configuration with larger hard disks, more memory, etc. However,
when replacement or other new equipment purchases are warranted, the following minimum
specifications apply:

1. PERSONAL COMPUTER SYSTEM

a. IBM compatible with PENTIUM® Processor.

b. 100MHz operating speed with minimum 256K hardware cache.

c. 16 Megabytes Random Access Memory (RAM) (70ns or faster).

d. 540 megabyte (MB) hard drive (less than 15 millisecond access speed, auto-locking
heads). Equivalent removable media may be used.

e. Super VGA color monitor. Minimum 15" diagonal screen measurement. (.28mm dot
pitch). Capable of 1024x768 resolution non-interlaced and compatible video display
adapter card with 64 bit operation and minimum IMB on-board video RAM. Video card
should also include appropriate video display driver software.

f. One 5.25 inch high density 1.2MB floppy drive and one 3.5 inch high density 1.44MB
floppy drive. 5.25 inch floppy drive may be ommitted if there is no requirement to use
5.25 inch floppy disks.

g. Full size desktop case or floor standing tower case. Eight internal expansion slots, (6/16
bit, 2/8 bit slots).

h. Microsoft compatible mouse with software drivers or other pointing device with software
drivers.

i. Two serial ports, one parallel port.

j. Full size 101 key keyboard.

k. Surge protection power strip or other power protection device capable of delivering
constant voltage and providing voltage spike protection. An uninterruptible power
supply (UPS) is strongly recommended for use in locations where there are known
electrical power supply problems; surges, brownouts, or unscheduled outages.

2. PRINTER

Hewlett-Packard Laserjet Series 5 or 100% compatible.

a. Serial port and parallel port.

b. Minimum 4MB memory.

Table 1504-2. Minimum Specifications for New ADP Equipment (Page 1 of 2) **
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C. (OPTIONAL): OCR-A and OCR-B font print capability. Fonts may be permanently ,
resident in the printer or installed with removable cartridges.

3. COMMUNICATIONS EQUIPMENT

Modems must conform to the current ITU (formerly CCITT) specifications for
V.32bis/V.42bis and MNP Level 5 operation.

a. Compatible with the full Hayes "AT' command set and support the special extended
command set, as applicable.

b. Support 300-14400 bits per second (bps). 28800 bps modems are also acceptable;
however, it should be noted that connections from overseas locations cannot be reliably
maintained at that speed.

c. Combination data/fax modems are acceptable.

4. SYSTEMS SOFTWARE

Microsoft Disk Operating System (MS-DOS) version 6.22 or higher. The Security Assistance
database programs have not been designed for or tested with non-MSDOS operating systems, to
include, OS/2 Warp, or UNIX (and UNIX derivatives). The database programs also have not
been tested for use with any disk compression programs (DOUBLESPACE, STACKER, etc.)
They have also not been tested under either the Microsoft WINDOWS 95 or WINDOWS NT
operating system environments. They will operate under Microsoft WINDOWS 3.1 or
WINDOWS for WORKGROUPS 3.11.

5. OPTIONAL EQUIPMENT/STANDARDS

a. If a CD-ROM reader is acquired it should conform to the ISSO 9660 standard as aminimum. Access time should be less than 200 milliseconds and effective throughput
should be 350 KBPS or greater. The interface bus should conform to the latest SCSI or
enhanced IDE standards. Drives with a commercial designation of "triple speed," "quad
speed," or higher speed designations are acceptable.

b. Network architectures should conform to the ETHERNET standard (IEEE 802.3).
Network operating systems shall be compliant with existing DoD and Federal standards.
Architectural designs and design proposals for networks will be submitted to DSAA for
approval prior to the expenditure of FMS and FMF administrative funds for acquisition.

Table 1504-2. Minimum Specifications for New ADP Equipment (Page 2 of 2)

1504-10 Change No. 7, 5 January 1996



DOD 5105.38-M

M

MAAG Military Assistance Advisory Group
MAC Military Airlift Command (US Air Foce)
MAG Military Assistance Group
MAJCOM Major Command (US Air Force)
MANPADS Man-Prtab Air Dense System
MAP M'itary Assistance Program
MAPAC Military Assistance Program Address Code
MAPAD Military Assistance Progrna Address Directory
MASF Military Assistance Services Funded
MASL Military Articles and Services List(s) (for Material; and Training-, INET, FMS and NATO)
MCTL Military Critical Technologies List
WDE Major Defense Equipment
M1-P Major Fore Pmgram
MFO Multinational Fore and Observers
MILDEPs US Military Departments
MILSBILLS Military Standard Billing System
MILSCAP Military Standard Contract Administration Procedures
MIL-SPEC Military Specification
MILSTAMP Military Standard TIansportation and Movement Procedures
MIL-STD Military Standard
MILSTEP Military Supply and Transportation Evaluation Procedures
MILSTRAP Military Standard Transaction Reporting and Accounting Procedures
MILSTRIP Military Standard Requisitioning and Issue Pmcedures
MIPR Military Interdepartmental Purchase Request
MIRR Material Inspection and Receiving Report (DD Form 250)
MIS Management Information System
MISIL Management nformation System Xnternational Logistics (US Navy)
MOA Memorandum of Agreement
MOD Ministry of Defense (International equivalent of US DoD)
MOU Memormdum of Understanding
MPS Military Postal Service
MRI MILSTRIP Routing Identifier
MSC Military Sealift Command (US Navy)
MTBF Mean Tune Between Failure
MTMC Military Traffic Management Command (US Army)
MTT Mobile Training Team
MTTR Mean Time to Repair or Return
MWO Modification Work Order

I N

NAD(S) National Armaments Director(s) or Naval Aviation Depot (in context)
NAMSA NATO Maintenance and Supply Agency
NAMSO NATO Maintenance and Supply Organization
NATO North Atlantic Treaty Organization
NAVCOCS Navy Case Obligation Control System
NAVFAC Naval Facilities Engineering Command
NAVILCO Navy International Logistics Control Office (Philadelphia, Pennsylvania)
NC Nonrecurring Cost
NCB National Codification Bureau
NDP-l National Disclosure Policy
NDPC National Disclosure Policy Committee
NICP National Inventory Control Point (US Army)
NIIN National Item Identification Number
NIPARS Nonstandard Item Repair Parts and Support (US Air Force)
NMDL Navy Management Data List
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NSA National Security Agency
NSC Naval Supply Center, or National Security Council (in context)
NSN National Stock Number ,

OA Obligation Authority
OBT Observer Training
ODC Office of Defense Cooperation
OJCS Office of the Joint Chiefs of Staff (now Joint Staff)
OJT On-the-Job Training
O&M Operation and Maintenance
OMA Operations and Maintenance, Army
OMB Office of Management and Budget
OSD Office of the Secretary of Defense
OSP Offshore Procurement
OT Orientation Tour
OPR Office of Primary Responsibility

PACAMS Panama Canal Area Military Schools
PACOM US Pacific Command
P&A Price and Availability Data
PC&H/PCH&T Packaging, Crating, & Handling, PC&H and Transportation
PCS Permanent Change of Station
PD Presidential Determination
PDM Programmed Depot Maintenance, or Program Decision Memoranda (in context)
PKO Peacekeeping Operations
PL Public Law
PLOA Psuedo Letter of Offer and Acceptance (FAA sales) *
PLT Procurement Lead Time
PM Bureau of Politico-Military Affairs (Department of State) or ProgramnProject Manager
PME Professional Military Education
POC Point of Contact
POD Port of Debarkation
POE Port of Embarkation
POM Program Objective Memorandum
PPBS Planning, Programming, and Budgeting System

QA QultyAs
QA Quality AssuranceQAT Quality Assurance Team
QTY Quantity
QRR Quarterly Requisition Report

R

RAD Required Availability Date
R&D Research & Development
RCN Record Control Number
RCS Report Control Symbol
RDD Required Delivery Date
RDT&E Research, Development, Test, and Evaluation (Engineering)
RFP Request for Proposals
RMS Resource Management Systems
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ROD Report of Discrepancy
RSI Rationalization, Standardization, Intewperability
RSN Record Serial Number

SA Security Assistance
SAAC Security Assistance Accounting Center (pan of DFAS-DE/I)
SAAM Special Assignment Airlift Mission
SAMAS Security Assistance Manpower Accounting System
SAMIS Security Assistance Management Information System (US Air Force)
SAMM Security Assistance Management Manual (DOD 5105.38-M)
SAN Security Assistance Network
SAO Security Assistance Organization/Office
SAPRWG Security Assistance Program Review Working Group
SAR Selected Acquisition Report
SATP Security Assistance Training Program
SDAF Special Defense Acquisition Fund
SecDef Secretary of Defense
SecNav Secretary of the Navy
SET Specialized English Training
SII Special Instructions Indicator
SME Significant Military Equipment
SNAP Simplified Nonstandard Acquisition Process (Army process)
SOCOM US Special Operations Command
SOFA Status of Forces Agreement
SOUTHCOM US Southern Command
STL Standardized Training Listing

T

TAC Type of Address Code
TAFT Technical Assistance Field Team
TAT Technical Assistance Team
TCN Transportation Control Number
TDP Technical Data Package
TDY Temporary Duty
TL1ITLW Termination Liability/TL Worksheet
TLA Travel and Living Allowance
TO Technical Order
TOA Total Obligational Authority or Transportation Operating Agency (in context)
TOR Terms of Reference
TPA Total Package Approach
TRADOC Training and Doctrine Command (US Army)
TRANSCOM US Transportation Command (includes MAC, MSC, MTMC)

U

UCOM US Unified Command
U/I Unit of Issue
U/P Unit Price
UMMIPS Uniform Materiel Movement and Issue Priority System
UN United Nations
UND Urgency of Need Designator
UNLOA United Nations Letter of Assistance
USA US Army
USAF US Air Force
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USAMC US Army Materiel Command/US Air Mobility Command
USARSA US Army School of the Americas
USASAALA US Army Security Assistance Agency - Latin America
USASAC US Army Security Affairs Command
USC US Code (as in law)
USCENTCOM US Central Command
USD(A&T) Under Secretary of Defense for Acquisition and Technology
USD(P) US Disclosure Policy/Under Secretary of Defense for Policy
USG US Government
USMC US Marine Corps
USML US Munitions List
USN US Navy

I ~v

[None at this time.]

I ~w

WCN Worksheet Control Number

[None at this time.]
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Co-Development - A development project to which more than one government contributes
efforts or resources.

Coliaa - Receipt in US dollar currencies, checks, or other negotiable instruments from a
customer country to pay for defense articles or services, based on accepted LOAs.

Commercial Sale - Sale made by US industry directly to a foreign buyer which is not
administered by the DoD through FMS procedures.

CommerciaI-Tyne Items - Any items, including those expended or consumed in use which, in
addition to military use, are used and traded in normal civilian enterprise and which are, or can be,
imported or exported through normal international trade channels.

mmitment - Any communication between a responsible US official and a representative
foreign official (including officials of any international organization or supra-national authority)
which reasonably could be interpreted as being a promise that the US will provide a foreign
government (including international organizations or supra-national authorities) with funds
(including long term credit assignments), goods, services, or information.

Commodity Groun - A grouping or range of items which possess similar characteristics, have
similar applications, or are susceptible to similar supply management methods.

Commonait - A quality that applies to material or systems possessing like and interchangeable
characteristics enabling each to be used or operated and maintained by personnel trained on the
other without additional specialized training, or having interchangeable repair parts or components,
and applying to consumable items interchangeably equivalent without adjustment.

Compatiblit. - The characteristics or ability of systems to coexist and function without mutual
interference.

Completed Case - A delivered FMS case for which all collections have been completed, but for
which an accounting statement has not been furnished to the Purchaser.

Concurrent Snare Parts WCSP) - Spare parts programed as an initial stockage related to a
major item and normally delivered concurrently with the delivery of the major item.

Congressional Presentation Document WCPD) - The document presented annually to
Congress, describing the proposed Military Assistance and Foreign Military Sales programs, and
related SA programs, for Congressional authorizations and appropriations.

Consolidated Data Renort (CDR) - Report submitted by the US Diplomatic Mission, which
updates the information contained in the previously submitted AIASA, for preparation of the CPD.
The CDR also is known as the CPD update.

Continuing Resolution Authority (CRA - Authority to obligate funds against the MAP or
IMET, credit financing, or other related appropriation for the new fiscal year under Continuing
Resolution Authority granted by Congress in a Joint Resolution making temporary appropriations
prior to passage of the regular appropriation act.

Contract Field Services (CFS) - Services performed by commercial or industrial companies.
These services provide instruction and training on the installation, operation, and maintenance of
DoD weapons, equipment, and systems.
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Conventional Arms Transfers - The transfer of nonnuclear weapons, aircraft, equipment, and
military services from supplier states to recipient states. The US has viewed arms transfers as a
useful foreign policy instrument to: strengthen collective defense arrangements, maintain regional
military balances, secure US bases, and compensate for the withdrawal of troops. US arms are
transferred by grants, by government-to-government sales under FMS, and by private commercial
sales.

Cooperative Logistics Supply Supagrt Arrangements (CLSSA) - FMSO I pre-stockage **
and storage and FMSO II consumption LOAs designed to provide responsive standard secondary
item supply support for US-origin equipment which is in allied and friendly country inventories.
[See SAMM Chapter 7]

Cooperative Logistics Support Arrangement - The combining term for procedural
arrangements (cooperative logistics arrangements) and implementing procedures (supplementary
procedures) which together support, define, or implement cooperative logistics understandings
between the US and a friendly foreign government under peacetime conditions. [JCS Pub 1]

Cooperative Projects - Jointly managed arrangements between the US and a NATO member
country (or countries) or a specific non-NATO country (or countries). These projects, which must
be described in a written agreement, provide for the cooperative sharing of the costs of research,
development, testing, evaluation, or joint production (including follow-on support) of specific
defense articles. With NATO member countries, these projects are designed to further the
objectives of standardization, rationalization, and interoperability (RSI). Similar projects with non-
NATO member countries serve to enhance the ongoing multinational effort of the participants to
improve their conventional defense capabilities. Waivers or reduction of FMS charges (e.g., non-
recurring cost recoupment charges, asset use charges and administrative charges are authorized for
such projects since they are not normally implemented through the FMS system [Sec. 27, AECA]

Cooperative Research and Development - Any method by which governments cooperate to
make better use of their collective Research and Development resources to include technical
information exchange, harmonizing of requirements, co-development, interdependent R&D, and
agreement on standards.

Coproduction (International) - Method by which items intended for military application are
produced or assembled under the provisions of a cooperative agreement that requires the transfer of
technical information and know-how from one nation to another. [Draft DoDD 2000.9]

Country Liaison Officer (CLO) - An officer or non-commissioned officer (NCO) of a foreign
military establishment selected by his or her government and attached to a MILDEP or DoD agency
for the primary purpose of helping administer trainees from his or her country. For administrative
purposes, the CLO is considered to be in a trainee status.

Country Team - Senior members of USG agencies assigned to a US diplomatic mission
overseas, and subject to the direction and supervision of the Chief, US Mission (Ambassador).
Team members coordinate USG political, economic, and military activities and policies in the host
country.

Credit - Transactions approved on a case-by-case basis by the Departments of State, Treasury and
Defense, which allow repayment of military export sales for periods beyond 120 days after
delivery of materiel or performance of service. [Sections 23 and 24, AECA]

B-4 Change No. 7, 5 January 1996



DOD 5105.38-M

Economic Suunort Fund - Program by which economic assistance is provided on a loan or
grant basis to selected foreign governments which are of strategic concern to the US. ESF is used
to finance imports of commodities, capital, or technical assistance in accordance with terms of a
bilateral agreement or for budgetary support. This enables recipients to devote more resources to
defense and security purposes without serious economic or political consequences.

Eli•gible Recinient (FMS) - Any friendly foreign country or international organization
determined by the President to be eligible to purchase defense articles and defense services, unless
otherwise ineligible due to statutory restrictions. [Section 3, AECA]

Eligible Recinient (MAP) - Any foreign country or international organization determined by
the President to be eligible to receive military assistance, unless otherwise ineligible due to
statutory restrictions. [Section 508, FAA]

End Item - A final combination of end products, component parts, or other materiel which is
ready for its intended use; e.g., ship, tank, mobile machine shop, aircraft. [JCS Pub 1]

Euifrogr.. - European nations working together within NATO to make a better coordinated
contribution to the common defense effort and thus strengthen the Alliance.

Extended Training Service Snecialists (ETSS) - DoD military and civilian personnel
technically qualified to provide advice, instruction, and training in the installation, operation, and
maintenance of weapons, equipment, and systems. ETSS are attached to the SAO but are not
listed on the Joint Table of Distribution (JTD). ETSS may be provided for up to one year, unless a
longer period is specifically approved by DSAA.

English Comnrehension Level (ECL) Examination - A test of foreign military student
proficiency in English listening and reading. A minimum entry level for each course is set by the
MILDEPs on the basis of course difficulty and hazard factors.

Excess Defense Articles - Defense articles owned by the USG and not procured in anticipation
of military assistance or sales requirements, or pursuant to a military assistance or sales order,
which are in excess of the AFAO and Approved Force Retention Stock of all DoD components at
the time such articles are dropped from inventory by the supplying agency for delivery to countries
or international organizations. [Sec. 644(g), FAA]

E,]ensables - Supplies which are consumed in use, such as ammunition, paint, fuel, cleaning
and preserving materials, surgical dressing, drugs, medicines, etc., or which lose their identity,
such as spare parts. Sometimes referred to as consumable supplies and material. [JCS Pub 1]

Exnenditure Authority (under FMS) - A document or authority from DFAS-DE to the IA
which allows expenditures against obligations previously recorded against an FMS case. The
disbursing activity must ensure that cash is available prior to processing the disbursement.

EzndotUM - See Cash Disbursements.

Extended Offer - A new FMS offer for which a reply from the buyer has not been received
within the time limit specified on the letter of offer which is still in effect pending clarification of its
status.
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I ~FI

Feasibility Study - Carried out by industry, government agencies, or a combination of both to
determine the feasibility of developing and producing a defense article within available resources.
The study identifies areas of technical risk, recommends characteristics, and gives the optimum
balance between performance, cost, and development time. The study also indicates areas where
advances are likely to be necessary for success. It indicates the means by which the recommended
solution will be achieved, suggests a program for project definition, development, and production
with a preliminary estimate of the costs for these stages.

Federal Financing Bank Financed Sale - Sale of defense articles or services financed by
credit supplied by the Federal Financing Bank. The sale may be made by DoD or directly by US
industry. US industry sales are subject to DoD approval.

Field Training Services or FTS - Engineering and technical services or contract field
services.

Financing. Tvoe of - The method by which the USG is authorized to sell defense articles and
services under the AECA (e.g., cash with acceptance, dependable undertaking, credit). The type
of financing is reflected through entry of the proper term(s) of sale on the LOA.

Five-Year Defense Program or FYDP - The program summarizing the SECDEF's plans and
programs for DoD.

Foreign Affairs Administrative Sunoort or FAAS - Provides, on a reimbursable basis at
the Washington level, administrative services to USG offices, including SAOs, located overseas.
Services are provided by FAAS personnel of DoS, including: personnel, budget and fiscal, general
services, communications, security and guard, and management. The specific services required
are the basis of an agreement between State and the requesting agency. Charges are based on the
amount of service received with each agency, including State, paying its share.

Foreign Liaison Officer or FLO - An official representative, either military or civilian, of a
foreign government or international organization stationed in the US normally for the purpose of
managing or monitoring SA programs.

Foreign Military Sales or FMS - That portion of US security assistance authorized by the
AECA, as amended, and conducted on the basis of formal contracts or agreements between the
USG and an authorized recipient government or international organization. FMS includes
government-to-government sale of defense articles or defense services, from DoD stocks or
through purchase under DoD-managed contracts, regardless of the source of financing.

Foreign Military Trainees or FMT - Foreign military and associated civilian defense
personnel receiving training under FMS or IMET, also referred to as International Military
Students (IMS).
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Foreign Training Officer or FTO - The US military officer or federal civilian employee
named to coordinate and monitor the local foreign training program. The FFO provides required
administrative support for foreign students at the training installation or activity level, and plans,
coordinates and implements the DoD Informational Program (IP), also referred to as the IMS
Officer (IMSO).

Formal Training - Training (including special training) in an officially designated course,
administered according to an approved program of instruction. This training generally leads to a
specific skill in a certain military occupational specialty.

Szic Code - Represents the type of materiel or services according to budget activity or project
account classification.

SA - Assistance rendered under authority of the FAA for which the US receives no dollar
reimbursement. Currently consists of nonreimbursable MAP and IMET. Also see Military,
Assistance Program.

I ~HI

Host Nation Sunnort - Civil and military assistance provided by host nations to allied forces
and organizations in peace, transition to war, and wartime.

I n m ighla - The right to be free from governmental violations of the integrity of the person;
the right to the fulfilment of such vital needs as food, shelter, health care, and education; and the
right to enjoy civil and political liberties.

Identifier. LOA - A unique identifier assigned to an LOA for the purpose of identification,
accounting, and data processing of each accepted Offer. The identifier consists of the country
code, implementing agency code, and the LOA designator.

IMET Order - Document issued by DSAA to authorize the MILDEPs to expend funds for IMET
funded training including English language equipment and materiel.

Implementation Date - Date on which FMS case supply action is first authorized.

Implementing Agency - The DoD Component responsible for the execution of programs under
the AECA or FAA of 1961, as amended. *

Informational Program or IP - Provides for foreign students, information pertaining to the
United States; its social, cultural, and political institutions; and its people and their ways of life. It
further increases foreign students' awareness of US commitment to basic principles of
internationally-recognized human rights.

Interchangeability - Two or more items possess such functional and physical characteristics as
to be equivalent in performance, fit, and durability, and either is capable of being used without
alteration of the items or of adjoining items, except for adjustment.

I1nkoa Lepadi - Money furnished to the USG for the credit of the Treasurer of the United States
at the time of acceptance of an LOA or Amendment.
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Interfund Billing System or IBS - Under IBS, the selling activity will credit the appro-
priation or fund which owns the materiel or finances the accessorial charges at the time of billing
the ordering activity and charge the funds of the ordering activity. IBS normally encompasses
supply system sales and purchases of materiel, including perishable subsistence, bulk petroleum,
oil, lubricants, and into-plane aviation fuels issues. Reimbursable sales will be billed at the time
items are dropped from inventory except that billings for sales under FMS and MAP will be based
on constructive delivery. [DoD1 7420.12]

InternatifonalLoIstki - The negotiating, planning, and implementation of supporting logistics
arrangements between nations, their forces, and agencies. It includes furnishing logistic support
(major end items, materiel, or services) to, or receiving logistic support from, one or more friendly
foreign governments, international organizations, or military forces, with or without
reimbursement. It also includes planning and actions related to the intermeshing of a significant
element, activity, or component of the military logistics systems or procedures of the US with
those of one or more foreign governments, international organizations, or military forces on a
temporary or permanent basis. It includes planning and actions related to the utilization of US
logistics, policies, systems, or procedures to meet requirements of foreign governments,
international organizations, or forces. [JCS Pub. 1]

International Military Education and Training Program - Provides training to selected
foreign military and defense associated civilian personnel on a grant basis. IMET is authorized by
the Foreign Assistance Act of 1961, as amended.

International Traffic in Arms Regulation or ITAR - A document prepared by the Bureau
of Politico-Military Affairs, Department of State, providing licensing and regulatory provisions for
the export of defense articles, technical data and services. The ITAR also contains the US
Munitions List. (22 CFR 120-130).

Invitational Travel Orders or ITOs - A written authorization for foreign personnel to travel
to, from, and between US activities for training under a funded IMET or FMS program.

Joint Security Assistance Memorandum - A Joint Strategic Planning System document
providing US military views on alternate funding levels projected for US financed SA program
elements. The JSAM is based on individual US Diplomatic Mission and SAO submissions of the
AIASA and the JSPD/SA, as well as Unified Command comments on both.

Joint Strategic Planning Document - This document contains a comprehensive appraisal of
the military threat to the US, a statement of recommended military strategy to attain the objectives,
and a summary of the JCS planning force levels that could execute, with reasonable assurance, the
military strategy. It will incorporate an initial appraisal of the risk associated with programed force
levels and recommendations for changes in the prior consolidated guidance.

Joint Strategic Planning Document Sunnorting Analysis (ISPDSA) - That part of the
JSPD which is submitted by the SAO to address planning within a specific country.

I ~L

Language Training Detachment - DLIELC personnel with duty in a foreign country or in
CONUS on military installations, away from the Center. They serve as consultants or instructors
in English as a foreign language.
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L&= - An agreement for temporary transfer, with or without a rental charge, of the right of
possession and use of a defense article to an FMS eligible foreign government or international
organization, with the transferee agreeing to maintain, protect, repair, or restore the article, under
authority of Chap 6, AECA.

Letter of Offer and Acceptance or LOA - See Acceptance, Letter of Offer and.

Letter of Request or LOR - A written message or letter request from eligible FMS participants
for the purchase of defense articles or services.

License. Exclusive: Non-Exclusive - A license covering a patent, technical or proprietary
data, technical assistance, know-how, or any combination of these, granted by a US firm to a
foreign firm or government to produce, co-produce, or sell a defense article or service within a
given sales territory without competition from any other licenses or from the licensor. A non-
exclusive license is a license as described above, except that competition may be permitted with
other licensees or the licensor.

Licensed Production - Production based on agreements by US commercial firms with
international organizations, foreign governments, or foreign commercial firms. Sale, under FMS,
of a TDP for production purposes also results in licensed production.

Living Allowance - Authorized allowance paid to a foreign student while in IMET training.

Loan - An agreement for temporary transfer of the right of possession and use of a defense article
not acquired with military assistance funds to a foreign government or international organization, at
no rental charge to the transferee, with the transferor US Military Department being reimbursed
from MAP funds, under authority of FAA Section 503.

Logistics Sunport Charge or LSC - A charge based on the AECA requirement for full cost
recovery. The LSC is intended to recover the cost of support involved in providing the spares and
other items required to maintain a weapon system,. It is applied by DFAS-DE to delivery costs for
those lines in FMS cases which have been identified as support lines based on the generic code.

[ M

Major Defense Equipment - Any item of significant military equipment on the USML having a
nonrecurring research and development cost of more than $50 million or a total production cost of
more than $200 million.

Major Item Line - A program line for which the requirement is expressed in quantity and in
dollars. These lines are identified in the MASL by a unit of issue other than dollars (XX).

MAPO.rder - Document formerly issued by DSAA to authorize and direct the delivery of defense
articles or services to designated recipients. MAP orders were issued for approved and funded
MAP and IMET articles and services (e.g., materiel, training, construction, supply operations,
administrative expenses).

Memorandum of Understanding - A written understanding between governments or
international agencies setting forth the terms under which they will cooperate in the performance of
certain work such as research, development, production, or utilization. The MOU usually sets
down, in broad terms, the objectives of the program, the work to be performed by each participant
and its financing, the rights to technical data and patents to be acquired, and other elements
concerned with the performance of the program.
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Military Articles and Services List or MASL - Catalog of materiel, services, and training
used in the planning and programing of MAP, IMET, and FMS. Separate MASLs are maintained
for IMET and FMS training to disseminate course availability, price, and duration.

Military Assistance PrQigra or.MAP - That portion of the US SA authorized by the FAA of **
1961, as amended, which provides defense articles or commodities and defense services to
recipients, generally on a nonreimbursable (grant) basis. Also see Grant Aid.

Military Assistance Program Address Directory or MAPAD - See DoD Activity Address
Directory System.

Military Civic Action - The use of preponderantly indigenous military forces on projects useful
to the local population at all levels in education, training, public works, agriculture, transportation,
communications, health, sanitation, and other areas contributing to economic and social
development, which also improve the standing of the local military forces with the population.

Military Export Sales - Sales of defense articles and services made from US sources to foreign
governments, foreign private firns, and international organizations, whether made by DoD or by
US industry. Such sales generally fall into two major categories: Foreign Military Sales and *
Commercial Sales.

Military Standard Billing System or MILSBILLS - Provides data elements and codes,
standard mechanized procedures and formats to be used by DoD components for billing,
collecting, and related accounting for sales from stock, including direct deliveries. The mechanized
procedures apply to MAP and FMS as outlined in DoDI 7420.12 (regarding Interfund Billing
System). [DoDD 4000.25]

Military Standard Contract Administration Procedures or MILSCAP - Provides
uniform procedures, rules, formats, time standards, and standard data elements and codes for the
interchange of contract-related information between and among DoD components and contractors.
[DoDD 4000.25]

Military Standard Reouisitioning and Issue Procedures or MILSTRIP - A uniform
DoD procedure to govern requisition and issue of materiel within standardized priorities. [JCS
Pub 1]

Military Standard Transaction Reporting and Accounting Procedures or
MILSTRAP - prescribes uniform procedures, data elements, codes, documents, and time
standards for the flow of inventory accounting information pertaining to receipt issue and
adjustment actions between inventory control points, stock control activities, storage sites, and
posts or bases. [DoDD 4000.25]

Military Standard Transportation and Movement Procedures or MILSTAMP -
Standard transportation data, documentation, and control procedures applicable to cargo
movements in the DoD transportation system. [JCS Pub 1]

Military Sunplv and Transportation Evaluation Procedures or MILSTEP - provides a
standard method for the preparation and collection of basic data necessary to measure supply
system performance and transportation effectiveness. [DoDD 4000.25]
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ision - A process to determine the operational capabilities of military forces that are
required to carry out assigned missions, roles, and tasks in the face of the existing or postulated
threat with an acceptable degree of risk. Having ascertained the military forces required, a
comparative assessment is made between those available and those required in order to identify the
qualitative and quantitative deficiencies that may be related to the element of risk involved.

MieognAri•a.- A mission area is a grouping of military activities by mission-related functions.

Messeon.Need - A statement based on a mission analysis identifying in broad outline a
quantitative or qualitative operational deficiency that cannot be solved satisfactorily with existing or
planned forces or equipment.

Mobile Training Team or MTT - Team of US DoD personnel on temporary duty in a foreign
country for the purpose of training foreign personnel in the operation, maintenance, or support of
defense equipment, as well as training for general military operations. MTTs may be funded from
either FMS or IMET Programs. [AFM 50-29]

Modification. LOA - An administrative or price change to an existing LOA, without revising the
scope.

Munitions List - The USML is an enumeration of defense articles and defense services
published in the ITAR (22 CFR 121).

N

NDP-1 or National Policy and Procedures for the Disclosure of Classified
Military Information to Foreign Governments and International Organizations (U)
[Short Title: National Disclosure Policy - National policy, including disclosure criteria and
limitations, definitions of terms, release arrangements, and other guidance required to release
classified US military information to foreign governments and international organizations.
Provides for interagency procedures for implementation of that policy.

Obliational Authority or OA - Under FMS, authority in DD Form 2060 format for a given
FMS case, passed from DFAS-DE to the IA which allows obligations to be incurred against a
country's Trust Fund in an amount not to exceed the value of the OA.

Jjgatoons - Dollar values of orders placed, contracts awarded, services received, and similar
transactions during a given period requiring future payment of money. Such amounts include
payments for which obligations previously have not been recorded, and adjustments for
differences between obligations previously recorded and actual payments to liquidate those
obligations.

Q.5server Training - Special training conducted to permit foreign students to observe US
military techniques and procedures.

Offer Date - The date which appears on the offer portion of LOAs and which indicates the date
on which an FMS offer is made to a foreign buyer.
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Offset Agreement - An agreement, arrangement, or understanding between a US supplier and a *.
non-US Purchaser under which the supplier agrees to purchase or acquire, or to promote the
purchase or acquisition by other US persons of, goods or services produced, manufactured,
grown, or extracted, in whole or in part, outside the US in consideration for purchases of defense
articles or services from the supplier. A US person means an individual who is a national or
permanent resident alien of the US and any corporation, business association, partnership, trust, or
other judicial entity incorporated, or permanently residing, in the US. (reference Sec 732, PL 103-
236)

On-the-lob Training or OIT - Training devoted to the practical application of a previously
achieved skill.

Open Sales Case - An FMS case is designated open as long as any portion of the transaction is
incomplete; that is, delivery of materiel, performance of services, financial transactions, or
rendering of the final statement of accounts.

Open Sales Offer - An FMS offer made to a foreign buyer which is pending acceptance.

Oneration and Maintenance. or O&M. Costs - Costs associated with equipment, supplies,
and services required to train, operate, and maintain forces in a recipient country, including cost of
spare parts other than concurrent spares and initial stockages, ammunition and missiles used in
training or replacements for such items expended in training or operations, rebuild and overhaul
costs (excluding modernization) of equipment subsequent to initial issue, training and other
services that do not constitute investment costs, and administrative costs associated with overall
program management and administration.

Orientation Tours - Tours arranged for key foreign personnel for the purpose of orientation and
indoctrination.

L ~P

Paramilitary Forces - Forces or groups which are distinct from the regular armed forces of any
country, but resembling them in organization, equipment, training, or mission.

Hgeline - That portion of (a) approved and funded MAP articles and services, and (b) accepted
FMS orders for defense articles and services, for which delivery, either constructive or actual, has
not occurred, or services have not been rendered.

Planning. Programing. and Budgeting System - An integrated system for the
establishment, maintenance, and revision of the FYDP and the DoD budget.

Price and Availability. or P&A. Data - Prepared by the MILDEPs, DSAA, and other DoD
components in response to a foreign government request for preliminary data for the possible
purchase of a defense article or service. P&A data are not considered valid for the preparation of
an LOA. Furnishing of this data does not constitute a commitment for the USG to offer for sale
the articles and services for which the data are provided.

Program Decision Memorandum - A document which provides SECDEF decisions on the
POM and the Joint Program Assessment Memorandum (JPAM).

Progress Payments - Payments to contractors or DBOF activities as work progresses under a
contract, on the basis of cost incurred or percentage of completion, or of a particular stage of
completion, accomplished prior to actual delivery and acceptance of contract items.
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Psuedo Letter of Offer and Acceptance. or PLOA - An LOA, designed for sales of **
defense articles or services under the AECA, which has been modified to accommodate sale of
defense commodities or services under the FAA of 1961, as amended.

i ~Ri

Reannroniation - Process whereby Grant Aid funds, which at the end of the fiscal year are not
reserved or obligated, are made available by the Congress for use in the subsequent fiscal year.

Reciprocal Defense Procurement. Procurement actions which are implemented under MOUs
between the US and participating nations whereby the participants agree to effect complementary
acquisitions of defense articles from each other's country.

Record Serial Number or RSN - A line item indicator on the LOA which is perpetuated in the
DD Form 645 billing document.

R unmIna - Adjustments or cancellations of outstanding MAP orders in prior year program
accounts which generate additional funds for current year operations.

Redistributable MAP Pronerty - MAP property which has been declared by the recipient to
the US as no longer needed for the purposes for which furnished.

Reimbursements - Funds realized from the sale of MAP-owned property, such funds being
deposited to MAP accounts and available for programing.

Renair and Replace - Procedure whereby CLSSA customers return repairable carcasses to the
US and receive a serviceable replacement without awaiting the normal repair cycle timeframe.
Replacement involves an exchange of a customer-owned unserviceable item with a serviceable
customer-owned item held by the US. Countries are initially charged the estimated repair cost,
with adjustment to the actual repair cost upon completion of repair of the unserviceable item.

Renair and Return - Procedure by which eligible foreign countries return unserviceable
repairable items for entry into the US MILDEP repair cycle. Upon completion of repairs, the same
item is returned to the country and the actual cost of the repair is billed to the country.

IS

Security Assistance Orgnnization/Office - The generic term SAO encompasses all DoD
elements, regardless of actual title, located in a foreign country with assigned responsibilities for
carrying out security assistance management functions.

Security ,Aststance - Group of programs authorized by the FAA of 1961, as amended, and the
AECA as amended, or other related statutes by which the US provides defense articles, military
training, and other defense related services, by grant, credit, or cash sales, in furtherance of
national policies and objectives. [JCS Pub 1

Significant Military Equipment or SME - Those defense articles and services on the USML
in the ITAR which are preceded by an asterisk. SME are articles which require special export
controls because of their capacity for substantial utility in the conduct of military operations.
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Snecialized English Terminology - Instruction conducted at DLIELC for FMTs who have
attained the required ECL to develop vocabulary skills for entry into both hazardous and highly
technical courses.

STANAG or Standardization Agreement - The record of an agreement among nations to
adopt like or similar military equipment, ammunition, supplies and stores; and operational,
logistics, and administrative procedures. National acceptance of a NATO allied publication issued
by the Military Agency for Standardization may be recorded as a Standardization Agreement.

Teaming Arrangement - A agreement of two or more firms to form a joint venture to act as a
potential prime contractor, or an agreement by a potential prime contractor to act as a subcontractor
under a specified acquisition program; or an agreement for a joint proposal resulting from a normal
prime contractor-subcontractor, licensee-licensor, or leader company relationship.

Technical Assistance Field Team or TAFT - Team of DoD personnel deployed under FMS
on PCS status, normally for one year or longer, to a foreign country to train local defense cadre
personnel to operate, maintain, and employ defense equipment, and in other non-equipment
specific military skills.

Technical Assistance Team or TAT - Team of DoD personnel deployed to a foreign country
on TDY status to place into operation, maintain, and repair equipment provided under FMS or
MAP programs.

Technical Data - Recorded information, regardless of form or characteristic, of a scientific or -'

technical nature. Examples of technical data include research and engineering drawings and
associated lists, specifications, standards, process sheets, manuals, technical reports, catalog item
identifications, and related information and computer software documentation.

Technical Data Package or TDP - The most prominent category of technical data is described
as a TDP. The TDP normally includes technical design and manufacturing information to enable
the construction or manufacture of a defense item component, or to enable the performance of
certain maintenance or production processes. It may include blueprints, drawings, plans, or
instructions that can be used or adapted for use in the design, production, manufacture, or
maintenance of defense items or technology.

Test Control Officer or TCO - US military or civilian personnel designated to administer,
supervise, and control ECL testing and test materials. Must be a US citizen, not a foreign national
"local hire" civilian or foreign military officer or NCO.

Total Package A~nroach - A means of ensuring that FMS customers are given the chance to
plan for and obtain needed support items, training, and services required to introduce and sustain
the operation of major items of equipment.

Training (FMS) - Formal or informal instruction of foreign students in the US or overseas by
officers or employees of the US, contract technicians, contractors (including instruction at civilian
institutions), or by correspondence courses, technical, educational or information publications and
media of all kinds, training aid, orientation, training exercise, and military advice to foreign
military units and forces. [Sec. 47(5), AECA] Also see IMET.
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Travel and Living Allowance or TLA - Those costs associated with transportation, excess
baggage, and living allowance (per diem) of students which are authorized for payment under
IMET.

Trust Fund (FMS) - A fund credited with receipts which are earmarked by law and held in
trust, or a fiduciary capacity by the USG for use in carrying out specific purposes and programs in
accordance with an agreement.

Under Section 644(m), FAA:

(1) With respect to an EDA, the actual value of the article plus the gross cost incurred by the
USG in repairing, rehabilitating, or modifying the article, except that for purposes of
Section 632(d) such actual value shall not be taken into account:
(a) For major items the pricing guidance contained in DoD Instruction 7290.2 may be

used to determine the value of EDA.
(b) For secondary items the inventory standard stock price is to be used.

(2) With respect to a non-EDA delivered from inventory to foreign countries or international
organizations under this Act, the acquisition cost to the United States Government,
adjusted as appropriate for condition and market value.

(3) With respect to a non-EDA delivered from new procurement to foreign countries or
international organizations under this Act, the contract or production costs of such
article, and;

(4) With respect to a defense service, the cost to the USG of such service.
(5) With respect to IMET, the additional costs incurred by the USG in furnishing such

assistance.

Under Section 47(2), AECA:

"Value" means, in the case of an excess defense article, not less than the greater of: (1) the
gross cost incurred by the USG in repairing, rehabilitating, or modifying such articles, plus the
scrap value; or (2) the market value, if ascertainable.

W

Weanon System Life Cycle Cost - The period divided into phases, ranging from the first
consideration of the need for a weapon system through the development and in-service stages
down to phase-out and disposal.
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APPENDIX C

DoD DIRECTIVES, INSTRUCTIONS, AND MANUALS

The following is a list of DoD directives, instructions, and manuals pertaining to the security

assistance program.

DoD Federal Acquisition Regulation Supplement

DoD Directive 1130.2 - Management and Control of Engineering and Technical Services

DoD Directive 1315.7 - Military Personnel Assignments

DoD Directive 1400.6 - Civilian Employees in Overseas Areas

DoD Instruction 1400.10- Employment of Foreign Nationals in Foreign Areas

DoD Instruction 1400.11 - Payments to Civilian Employees and Their Dependents During an
Evacuation

DoD Instruction 2000.8 - Cooperative Logistics Supply Support Arrangements

DoD Directive 2000.9 - International Co-Production Projects and Agreements Between the US and
Other Countries or International Organizations

DoD Directive 2010.1- Support of International Military Activities

DoD Directive 2010.5 - DoD Participation in the NATO Infrastructure Program

DoD Directive 2010.6 - Standardization and Interoperability of Weapon Systems and Equipment
Within the North Atlantic Treaty Organization

DoD Directive 2010.8 - Department of Defense Policy for NATO Logistics

DoD Directive 2010.9 - Mutual Logistics Support Between the United States and Other NATO
Forces

DoD Instruction 2010.10 - Mutual Logistics Support Between the United States and Other NATO
Forces - Financial Policy

DoD Instruction 2030.6 - Implementing Procedures for Security Trade Controls on Sales for
Foreign Excess Personal Property

DoD Instruction 2045.2 - Agreements with Australia and Canada for QualOkcation of Products of
Non-Resident Manufacturers

DoD Directive 2055.3 - Manning of Security Assistance Organizations and Selection and Training
of Security Assistance Personnel

DoD Instruction 2110.32 - Foreign Military Sales Between the United States and the Federal
Republic of Germany
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DoD Directive 2140.2 - Recoupment of Nonrecurring Costs on Sales of USG Products and
Technology

DoD Directive 2140.5 - Defense Institute of Security Assistance Management

DoD Directive 4000.21-1 -M - Military Standard Requisitioning and Issue Procedures (MILSIRIP) •

DoD Directive 4000.25-8-M - Military Assistance Program Address Directory

DoD Directive 4100.37 - Retention and Transfer of Materiel Assets

DoD Directive 4140.22-M - Military Standard Transaction Reporting and Accounting Procedures
(MILSTRAP)

DoD Instruction 4140.42 - Determination of Initial Requirements for Secondary Item Spare and
Repair Parts

DoD Instruction 4155.19 - NATO Quality Assurance

ND Directive 4160.21 - DoD Personal Property Utilization Disposal Program

DoD Directive 4160.2 1-M - Defense Reutilization and Marketing Manual

DoD Directive 4160.21-M-1 - Defense Demilitarization Manual

DoD Directive 4165.6 - Real Property Acquisition, Management, and Disposal

DoD Directive 4175.1 - Sale of Government-Furnished Equipment or Materiel and Services to US
Copanies for Commercial Export

DoD Directive 4410.6 - Uniform Material Movement and Issue Priority System (UMMIPS)

DoD Directive 4500.9 - Transportation and Traffic Management

DoD Directive 5000.1 - Major and Non-Major Defense Acquisition Programs

DoD Directive 5000.2 - Defense Acquisition Program Procedures

DoD Directive 5000.7- Official Temporary Duty Travel Abroad

DoD Instuction 5000.33 - Uniform BudgetlCost Terms and Definitions

DoD Directive 5000.35 - Defense Acquisition Regulatory System

DoD Instruction 5010.12 - Defense Technical Data Management Program

DoD Directive 5030.14 - Disclosure of Atomic Information to Foreign Governments and Regional
Defense Organizations

DoD Directive 5100.2 - Support of Headquarters of Unified, Specified, or Subordinate Joint
Commands

DoD Directive 5100.55 - United States Security Authority for NATO Affairs
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DoD Directive 5105.36 - Defense Contract Audit Agency

DoD Directive 5105.38 - Defense Security Assistance Agency

DoD Directive 5105.40 - Defense Mapping Agency (DMA)

DoD Directive 5123.3 - DoD Policy and Responsibilities Related to International Security
Assistance (ISA)

DoD Directive 5128.1 - Assistant Secretary of Defense (Production and Logistics)

DoD Directive 5132.2 - Assistant Secretary of Defense (International Security Affairs)

DoD Directive 5132.3 - Department of Defense Policies and Responsibilities Relating to Security
Assistance

DoD Directive 5132.11 - Security Assistance Accounting Center

DoD Directive 5160.41 - Defense Language Program

DoD Directive 5200.12 - Conduct of Classified Meetings

DoD Industrial Security Manual 5220.22-M - Industrial Security Manual for So"eguarding
Classyfled Information

S DoD Directive 5230.11 - Disclosure of Classified Military Information to Foreign Governments
and International Organizations

DoD Instruction 5230.17 - Procedures for Disclosure of Classified Military hnformation to Foreign
Governments and International Organizations

DoD Instruction 5230.20 - Control of Foreign Representatives

DoD Directive 5410.17 - Informational Programfor Foreign Military Trainees in the United Staws

DoD Directive 5500.7 - Standards of Conduct

DoD Directive 5530.3 - International Agreements

DoD Directive 7000.14-R - Financial Management Regulation, Volume 15, Security Assistance
Policy and Procedures

DoD Instruction 7230.7 - User Charges

DoD Directive 7460.2 - Regulations Governing the Use of Management Funds
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TABLE D-8
MAP ELEMENT CODE - 1000 SYSTEM

The second and third digits are alphabetics; the fourth digit will normally be the numeric "0" (not
the letter 0). An alphabetic may be substituted for the "0" in the fourth digit to indicate additional
programmed requirements.

CoadeLevels
1 2 3 4

2. AIR AND MISSILE DEFENSE FORCES

A. AircrEft.Foes.
A 0 F-86 Units
B 0 F-100 Units
C 0 F-101 Units
D 0 F-104 Units
E 0 F-4C Units
F 0 F-5 Units
G 0 Other Aircraft Units

B. Surface-to-Air Missile Forces.
A 0 NIKE Units
B 0 HAWK Units
C 0 Other SAM Units
U 0 SAM Operating Support (Attrition and Training Missiles)
V 0 SAM Operating Support (FOS and Secondary Items)

C. Anti-Aircraft Artillery Forces.
A 0 40 mm- -AAA Units
B 0 90 mm - AAA Units
C 0 Other AAA Units

D. mmcations-Electronic-MeteorologicaI Facilities/Sysm.
A 0 AC&W Units
B 0 Other AAA Units

3. GENERAL PURPOSE FORCES

A. A• y Combatant Forces.
A 0 Infantry Units
B 0 Armored Units
C 0 Cavalry Units
D 0 Mechanized Units
E 0 Airborne Units
F 0 Separate Artillery Units
G 0 Armored Cavalry Units
H 0 Combat Engineer Units
J 0 HONEST JOHN Units
K 0 Aviation Units
M 0 Other Missile Units

TABLE D-8. MAP ELEMENT CODE - 1000 SYSTEM. [Page 1 of 41
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APPENDIX E

CONGRESSIONAL REPORTS INVENTORY AND DSAA REPORTS CONTROL SYSTEM

A. PURPOSE. This appendix provides an up-to-date inventory of statutory reports to
Congress covering security assistance matters submitted by the Department of Defense elements.
It does not include reports submitted to Congress by the Department of State. An inventory of
current DSAA reporting requirements under the Reports Control System is also contained in this
appendix. The inclusion of a report in either of these listings does not in any way imply its
availability to a SAMM recipient nor its releasability to a nongovernmental requestor. Some
reporting requirements are identified elsewhere in the Manual within the applicable topical areas.
This appendix also provides reporting instructions on selected reports, not covered elsewhere in
this Manual, requiring feeder information from DOD components.

B. CONGRESSIONAL REPORTS INVENTORY. See Table E-6.

C. DSAA REPORTS CONTROL SYSTEM. See Table E-7.

1. The DSAA Reports Control System is managed by the Process Analysis Integration*
Division of the Comptroller Directorate, DSAA. Requests for new reporting requirements should
be directed to that office. A Reports Control Symbol (RCS) will be assigned according to the
nature of the reporting requirement, e.g., whether it relates to MAP, FMS, a combination of
programs, or a one-time report. See Table E-4 for the DSAA Reports Control format.

D. REPORTING INSTRUCTIONS.

1. Price and Availability Report (RCS: DSAA(O) 1138.

a. The Price and Availability (P&A) Report, required by Section 28 of the Arms
Export Control Act, is forwarded quarterly to members of Congress and top-level Defense and
State Department officials. It is an important tool used to inform the Congress of major potential
FMS cases and it assists the Congress in carrying out its oversight authority of arms transfers,
particularly to the Third World. For these reasons the P&A report must contain complete,
accurate, and timely information to serve its intended purpose.

b. It is important that all relevant information is reported regardless of its sensitivity.
Releasability will be determined by the Director, DSAA, in conjunction with the Secretary of State.

c. The report is due to the Congress on the 15th of the month following the quarter
being reported. Input from the Military Departments is due to the DSAA Comptroller, ATTN:
Process Analysis Integration Division, no later than the third day of the month following the,
quarter being reported and should be submitted in two parts. (See Table E-1 for format):

(1) Part I should list each price and availability estimate provided during the quarter
to a foreign country with respect to a possible FMS sale of major defense equipment (MDE) for $7
million or more or of any other defense articles or services for $25 million or more. Each entry
should specify the following:

(a) The name of the country to which the estimate was provided;
(b) The name of the articles or services involved;
(c) The quantity involved, and
(d) The price estimate provided.
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(2) Part II should list each request received from a foreign country during the
quarter being reported, for the issuance of a letter of offer to sell defense articles or services if (1)
the proposed sale was not previously reported under Part I, and (2) the request involves a
proposed sale of MDE for $7 million or more or any other defense articles or services for $25
million or more. Each entry should include the following:

(a) The name of the country which made the request;
(b) The date of the request;
(c) The defense articles or services involved;
(d) The quantity involved; and
(e) Availability terms requested.

(3) Part III A. should list each P&A estimate provided during the quarter to a
foreign country for air-to-ground and ground-to-air missiles or associated launchers, without
regard to the value of the possible sale. Each entry should specify the following:

(a) The name of the country to which the estimate was provided;
(b) A description of the missile including its designation and mission;
(c) The quantity involved; and
(d) The price estimate provided.

(4) Part III B. should list each LOR received from a foreign country during the
quarter being reported for the issuance of a letter of offer for air-to-ground and ground-to-air
missiles or associated launchers, without regard to the amount of the possible sale. Each entry
should specify the following:

(a) The name of the country which made the request;
(b) The date of the request;
(c) The defense articles or services involved;
(d) The quantity involved; and
(e) Availability terms requested.

To facilitate the development of Parts II and III, IAs should informally coordinate the information
with counterparts in the DSAA Operations Directorate.

d. A P&A request is not:
(1) An oral request;
(2) A request for data on several systems (i.e., customer is going through a source

selection process); however, it becomes a reportable P&A request when the source selection iscomplete; or (3) A request for price/delivery data required to facilitate country decision-making
on overall equipment purchase plan or budget.

2. Excess Defense Articles (EDA) Sold Under FMS (RCS:DSAA(O)I 118).

a. House Report No. 96-70 on the International Security Assistance Act of 1979, dated
24 March 1979, requires quarterly reporting of all outstanding LOAs and accepted LOAs to sell
excess defense articles (EDA) through FMS procedures to foreign governments or international
organizations, specifying (1) implementing agency; (2) country; (3) case number;, (4) acquisition
cost to the U.S. Government; and (5) sales value. The report will include spare parts supplied
from defense stocks at inventory price if they are specifically identified as EDA in the LOA, and
exclude grants or sales of: MAP redistributable and MAP Owned Materiel (MAPOM) property,
ships, scrap, and demilitarized EDA. Implementing agencies are encouraged to initiate separate
cases for EDA. However, if separate cases are not used, each case will identify the EDA item(s)
therein.
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TABLE F-3 **

TRANSPORTATION COST LOOK-UP TABLE

1-Oct-95 1-OW-95 1-Oc-95

NSNrr•coo=r 920=oer

ARMY ANNEX
ATACMVI

1427-01-274-3904 GUIDED MISSILE AND LAUNCH $2.606 $1,675 $16,923
POD ASSEMBLY, M39

1410-01-095-3248 MISSILE. GM, $414 $222 $1,567
INTERCEPT AERIAL,
MIM-72E

1410-01-150-2863 MISSILE, GM, $414 $222 $1,567
INTERCEPT AERIAL,
MIM-71F

1410-01-216-3775 MISSILE, GM, $414 $222 $1,567
INTERCEPT AERIAL,
MIM-72N

1440-00-937-3859 SYS, MISSILE, GM $14,549 $4,863 $84,046
INTERCEPT AERIAL,
CARRIER MTD, M48

1440-01-069-8877 MISSILE, GM, $15,362 $5,676 $87,530
INTERCEPT AERIAL,
CARRIER MTD, M48A1

1440-01-106-3089 MISSILE, GM, $15,362 $5,676 $87,530
INTERCEPT AERIAL,
CARRIER MTD, M48A2

1440-01-181-6002 FLIR $351 $252 $1.631
1440-01-198-5892 MISSILE, GM, $15,362 $5,676 $85,754

INTERCEPT AERIAL, MTD,
M48A2E1

4935-01-104-9827 AN/TSM-96A $13,710 $8,197 $55,325

DRAGON

1427-00-163-8959 MISSILE $147 $93 $551
1430-00-078-8340 TRACKER $780 $767 $1,162
1430-01-046-9594 NIGHT TRACKER $833 $792 $1,474

HAWK

1337-00-484-8551 ROCKET MOTOR, M112 $859 $604 $4,915
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1-Oct-96 I-O-95 1-Oc-95

tI~N fffM QQDLE QflLr cQDL
1410-00-234-3266 MISSILE $2,731 $1,454 $12,870
1410-01-173-9990 MISSILE, MEI $2,731 $1,454 $12,870
1430-00-103-5270 IPCP, AN/MSW-1 1 $13,761 $4,956 $54,714
1430-00-135-0267 ICWAR $8,479 $2,686 $33,824
1430-00-169-1859 ICC $14,355 $5,319 $55,693
1430-00-178-8453 PAR $10,707 $3,061 $43,303
1430-00-178-8454 ROR $7,922 $2,593 $33,487
1430-00-782-9816 HPI $13,519 $5,178 $51,717
1430-00-880-3357 AN/TPQ-29 $7,304 $4,225 $29,771
1430-01-042-4907 ICWAR/PIP, PHASE I $8,479 $2,686 $33,824
1430-01-042-4908 PAR/PIP, PHASE I $13,006 $4.201 $53,342
1430-01-042-4910 BCC/PIP, PHASE I $7,913 $4,510 $32,459
1430-01-042-4915 IPCP, PHASE I $13,761 $4,956 $54,714
1430-01-042-4918 ICC/PIP, PHASE I $14,077 $5,272 $55,103
1430-01-078-9643 HPI/PIP, PHASE II $13,519 $5,178 $51,717
1430-01-084-1130 IBCC, PHASE II $7.912 $4,509 $32,458
1430-01-084-1131 IPCP, PHASE II $13,983 $5,178 $72,009
1430-01-180-5318 PCP/PIP PHASE III $14,077 $5,272 $55,103
1430-01-181-5884 B&P, PHASE III $14,077 $5,272 $55,103
1430-01-184-6768 CWAR/PIP PHASE 111 $7,643 $2,546 $30,430
1430-01-191-8780 HPI/PIP PHASE III $13,519 $5,178 $51.717
1440-00-602-5055 LSCB, PHASE I $159 $143 $633
1440-00-805-3012 LAUNCHER $8,042 $4,477 $33,304
1450-00-66-8873 LOADER, XM501 E3 $6,075 $2,136 $24,427
4935-00-133-9770 SHOP EQUIP, $2,496 $1,848 $9,288

AN/TSM-1 12
W/SM 35 BEAM

4935-00-604-7460 IAFU OMC GRD $1,867 $1,563 $5,830
4935-00-782-1957 SHOP EQUIP. $7,304 $4,225 $29,771

AN/TSM-105
4935-00-880-4510 SHOP EQUIP, $7,304 $4,225 $29,771

AN/TSM-107
4935-01-42-4909 SHOP EQUIP, $8,302 $5,223 $30,769

ANITSM-107
PIP PHASE I

4935-01-043-2244 SHOP EQUIP (NO. 1), $9,436 $5,223 $39,495
PHASE I

4935-01-051-8691 SHOP EQUIP, $7,304 $4,225 $29,249
AN/TSM-104, PHASE 1

4935-01-067-3362 SHOP EQUIP, GM, $2,496 $1,848 $9,967
AN/TSM-120, PHASE II

4935-1-483-3128 SHOP EQUIP (NO. 8), PHASE II $6,807 $2,405 $26,308
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1-c-9 -Oc-95 1-Oc-95

290 pDYr QQ2
4935-01-083-3129 SHOP EQUIP (NO. 1), $9,436 $5,223 $39,495

PHASE II
4935-01-085-5618 SHOP EQUIP (NO. 9), PHASE II $5,972 $2,265 $22,536
4935-01-085-5679 SHOP EQUIP (NO. 9), $4,249 $3,601 $13,953

PHASE II
4935-01-091-4450 TAS MAINT. KIT $2,265 $1,455 $8,997

PHASE II
4935-01-218-7088 SHOP EQUIP (NO. 8), $6,807 $2,405 $26,308

PHASE iMI
4935-01-218-7089 SHOP EQUIP (NO. 1), $8,322 $3,920 $29,972

PHASE 11:
4935-01-223-9122 T.A.G., PHASE III $3,289 $2,965 $11,141
4935-01-282-9256 SHOP EQUIP (NO. 20), $24,028 $6,419 $101,003

PHASE III
4935-01-286-5599 SHOP EQUIP (NO. 21), $23,677 $6,068 $100,652

PHASE III
5821-00-102-8668 TRANSMITTING SET $159 $143 $512

HELLFRE

1410-01-126-4662 AGM-114A MISSILE $228 $148 $968
1410-01-192-0293 AGM-114C MISSILE $228 $148 $968
1410-01-332-2471 AGM-114F MISSILE $263 $174 $1,073

HELICOPTER. UH-1H

2840-01-070-1003 ENGINE A/C TURBO SHAFT $949 $437 $1,181
2840-01-093-7451 ENGINE A/C TURBO SHAFT $1,066 $574 $1,789
2840-01-2844011 ENGINE, 701C $835 $323 $976
2835-01-172-200 ENGINE, GAS TURBINE $450 $193 $484
1615-00-183-0834 TRANSMISSION ASSEMBLY $919 $407 $1,120
1615-01-056-4550 HUB ASSEMBLY, $848 $334 $1,017

MAIN ROTOR
1615-01-096-5427 HUB ASSEMBLY $553 $297 $796
1615-01-237-0512 HUB ASSEMBLY, MAIN $839 $327 $992
1615-01-230-6218 GEAR BOX ASSEMBLY INPUT $444 $188 $443
1615-01-145-3928 GEAR BOX, MAIN $1,194 $682 $835
1615-01-168-2983 GEAR BOX, MAIN $1,194 $682 $835
1615-01-306-6948 HEAD, ROTOR WING $2.424 $1,143 $3,718
1615-01-252-6376 TRANSMISSION $1,327 $815 $2,735
1615-01-310-4978 BLADE, ROTARY WING $1,136 $367 $1,284
2915-01-005-9197 FUEL CONTROL, MAIN $401 $145 $206
2915-01-216-9779 FUEL CONTROL, MAIN $401 $145 $206
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1-Oct-95 1- t-95 1- t-95

1650-01-273-7608 SERVOCYLINDER $401 $145 $231
1615-01-284-6419 MAIN GEAR BOX $1,194 $682 $2,212
1615-01-075-5283 HUB ASSEMBLY, $2,022 $997 $3,114

MAIN ROTOR
1615-01-106-1903 MAIN ROTOR BLADE MODULE $1,269 $500 $1.654
1615-01-017-9926 HUB. MAIN ROTOR $1,485 $445 $1.427

6675-01-071-5552 POSIITON AND AZIMUTH $1,306 $537 $1,446
DETERMINING SYSTEM

2840-00-134-4803 ENGINE, AIRCRAFT $1,086 $574 $1,483
TURBINE SHAFT

MLRS

1055-01-192-0358 MLRS LAUNCHER (201 CONFIG) $18,342 $5,433 $131,294
1055-01-251-9756 MLRS LAUNCHER (202 CONFIG) $18,342 $5,433 $131,294
1055-01-329-6826 MLRS LAUNCHER (203 CONFIG) $18,342 $5,433 $131,294
1340-01-122-3506 MLRS ROCKET POD, TACTICAL $2,609 $1,497 $17, -"
1340-01-149-0918 MLRS ROCKET POD, PRACTICE $2,609 $1,497 $17,25U

PATRIO

1410-01-087-6343 GM, INTERCEPT AERIAL, $4,283 $2,367 $14,855
MIM-104

1410-01-205-7066 GM, INTERCEPT AERIAL, $4,283 $2,367 $14,855
MIM-104-A

1410-01-267-6685 GM, INTERCEPT AERIAL, $4,283 $2,367 $14,855
MIM-104-B

1410-01-286-9689 GM, INTERCEPT AERIAL. $4,283 $2,367 $14,855
MIM-104-C

1430-01-0874330 RADAR SET, AN/MPQ-53 $30,340 $8,560 $146,146
1430-01-087-6337 AN/MSQ-116, INFORMATION $28,449 $8,291 $121,565

COORDINATION CENTRAL
1430-01-087-6338 ANI/MGO-104, ENGAGEMENT $31,688 $8,291 $124,700

CONTROL STATION
1430-01-131-5373 ANTENNA MAST GROUP $27,245 $7,782 $129,267

OA-9054 (V) 4/G
1430-01-131-5427 AN/MRC-137 $28,047 $7,889 $113,778

COMMUNICATIONS
CONTROL GROUP

1440-01-087-9844 M901, LAUNCHING $28,047 $7,889 $114,057
STATION
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1-Wc-95 1.oct-95 1-w-95

Omar OEw rE

4935-01-136-0233 SHOP EQUIPMENT, GM $24,185 $6,207 $97,403
SYSTEM, AN/TSM-16 (BMG)

2330-01-130-7980 SEMI-TRAILER, $23,914 $6,168 $96,590
MAINTENANCE M1032 (SRPT)

4935-01-134-8713 SHOP EQUIPMENT, GM $26.977 $6,207 $97,403
SYSTEM AN/TSM-163 (BME)

4935-01-182-0578 MAINTENANCE CENTER $26,966 $7,735 $119,950
CONTACT TEAM
AN/TCM-1

6130-01-109-9112 POWER SUPPLY $863 $701 $6,449
1430-01-239-6723 MODULATOR $1,054 $815 $5,624

1430-01-260-4963 EXCITER GROUP $1,403 $1,362 $2,981
1430-01-111-2419 MICROWAVE DEVICE $374 $264 $1,473

1430-01-092-4032 EXCITER GROUP $1,387 $1.355 $2,920

1430-01-234-1498 MICROWAVE DEVICE $578 $424 $2,181

1430-01-219-5560 COOLER LIQUID $863 $701 $4,523

1430-01-139-9738 EXCITER GROUP $238 $193 $848

5960-01-110•2668 ELECTRON TUBE $289 $232 $1,147

5960-01-091-0668 ELECTRON TUBE $260 $203 $923
1430-01-387-8436 GM. INTERCEPT AERIAL, $4,23 $2,367 $14,855

MIM-104-D

BREEYE

1425-00-930-9923 M41 GUIDED MISSILE SYS $123 $81 $380
1425-01-078-9258 M41 MISSILE W/METL CONT. $149 $92 $508
1425-01-078-9259 M41 MISSILE ASSEMBLY $123 $81 $380

6920-00-809-0399 GUIDED MISSILE TRAINING SET $341 $312 $948

STINGER

1425-01-024-9982 WPN ROUND $210 $132 $675

1427-01-024-9967 MSL ROUND $130 $82 $529
1427-01-219-7116 WPN ROUND, LESS $172 $99 $554

GRIPSTOCK
1427-01-325-3158 MISSILE ROUND $130 $82 $529
1427-01-325-3160 WEAPON ROUND, PARTIAL $145 $88 $538

1440-01-170-8618 GRIPSTOCK - CONTROL $38 $33 $121
GROUP

1440-01-281-9458 GRIPSTOCK. CONTROL GROUP $38 $33 $121

6920-01-024-6948 THT $326 $289 $1.052

6920-01-246-0701 CAPTIVE FLIGHT TRAINER $326 $289 $966

6920-01-283-7826 TRAINING SET $326 $289 $1,052
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I-OCt-96 I-OCt-95 1-Oct-95

THERMAL IMAGERY

5855-01-037-7340 NIGHT SIGHT, $618 $603 $1,234
AN/TAS-6

5855-01-037-7341 AN/TAM-3 $297 $207 $1,136
5855-01-083-9051 AN/UAS-1 1 $782 $669 $2,577
5855-01-154-3871 AN/TAM-3A $566 $387 $2,133

5855-01-173-0808 NIGHT SIGHT, $665 $622 $1,864
AN/UAS-12B

TOW

1410-01-007-2507 MISSILE $122 $80 $532
1410-01-007-2508 MISSILE $117 $75 $513
1410-01-106-8514 I-TOW $122 $80 $524
1410-01-135-2092 TOW-2 MISSILE $122 $80 $524
1410-01-137-9976 MISSILE, PRACTICE $117 $75 $513
1410-01-180-6790 I-TOW MISSILE W/CLM $122 $80 $524

& MVIC
1410-01-229-9948 MISSILE $122 $80 $518
1410-01-257-7583 I-TOW MISSILE $122 $80 $524
1410-01-257-7584 TOW MISSILE, W/CLM $122 $80 $524
1410-01-257-7585 TOW PRACTICE MISSILE, $117 $75 $513

W/CLM
1410-01-300-0254 TOW-2A MISSILE W/CLM, $122 $80 $524

BGM-71E-1B
1410-01-301-0815 TOW-2 MISSILE W/CLM, $122 $80 $524

BGM-71D-1B
1410-01-303-5172 TOW-2 MISSILE $117 $75 $513
1410-01-309-8302 TOW PRACTICE MISSILE $117 $75 $513

W/CLM, BTM-71A-1B
1410-01-309-8303 I-TOW MISSILE W/CLM, $122 $80 $524

BGM-71C-2B
1410-01-313-5364 TOW PRACTICE MISSILE $117 $75 $513

W/CLM & DEU
1410-01-313-5365 I-TOW MISSILE, $122 $80 $524

W/CLM & DEU
1410-01-313-5366 TOW-2 MISSILE $122 $80 $524
1410-01-313-5367 TOW-2A MISSILE $122 $80 $524
1410-01-322-5333 TOW-2B MISSILE $122 $80 $524
1410-01-343-8924 BTM-71E-2B $117 $75 $513

PRACTICE MISSILE
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1-Oct-95 1-Oct-95 1-Oct-95

NoN ITEM 292= coor 2or_
1410-01-370-2288 TOW, 2A GUIDED MISSILE $122 $80 $524

BGM-71 E-4B
1410-01-370-2289 TOW, 2A GUIDED MISSILE $122 $80 $524

BGM-71 E-4B
1410-01-370-2292 TOW, 2A PRACTICE MISSILE $117 $75 $513

BTM-7E-3B
1440-00-169-1764 LCHR $1,530 $1,206 $4,331
1440-01-104-9834 LCHR, TUBULAR, GM, $1,530 $1,206 $4.802

TOW-2
1440-01-271-3015 TOW-2 LAUNCHER $1,530 $1,206 $4,802
1440-01-298-9788 TOW-2 LAUNCHER $1,530 $1,206 $4,802
4935-00-150-5905 CSS $3,266 $1,808 $14,726
4935-01-070-3426 FIELD TEST SET, TOW 2 $975 $651 $4,166
4935-01-082-7023 ICSS $3,221 $1,763 $14,681
4935-01-114-3919 CSS. TOW-2 $3,221 $1,763 $14,681
4935-01-142-9561 FIELD TEST SET $975 $651 $4,166
4940-01-154-3957 IMP. CSS, TOW-2 $5,962 $3,045 $25,117
5855-01-083-9053 NIGHT SIGHT, $817 $785 $1,762

AN/TAS-4A
5855-01-152-8781 NIGHT SIGHT, $826 $789 $1,815

AN/UAS-12A
5855-01-245-8689 NIGHT SIGHT, $826 $789 $1,815

AN/UAS-12A
5855-01-301-0158 NIGHT SIGHT, AN/UAS-12C $826 $789 $1,815
6130-01-018-9786 BATTERY CHARGER $S168 $131 $778
6920-00- 79-7320 M70 TRAINER, TOW $1,055 $731 $4,062
6920-01-145-6098 M70 TRAINER, TOW-2 $1,055 $731 $4,082
1410-01-379-8253 BGM-71E-68 $122 $80 $524

HARMMIlLE

1337-01-162-3421 ROCKET MOTOR SECTION $1,290 $1,216 $1.820
1337-01-162-3422 WARHEAD SECTION $1,290 $1,216 $1,820
1410-01-242-4880 TACTICAL MISSILE $4,715 $4,115 $9,683
1420-00-237-4082 GUIDANCE SECTION $1,290 $1,216 $1,820
1420-01-241-5790 CONTROL SECTION $1,290 $1,216 $1,820
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1Oct-95 1-ct-95 1-Oct-95

NSM tor nei
HARPOON MISSILE

1410-01-181-8546 AGM-84D-1 $867 $611 $4,846
1410-01-181-2268 ATM-84D-1 $867 $611 $4,846
1410-01-181-8547 RGM-84D-1 $1,309 $932 $6,557
1410-01-181-8550 RTM-84D-1 $1,309 $932 $6,557
1410-01-181-8548 RGM-84D-2 $1,309 $932 $6,557
1410-01-181-8552 RTM-84D-2 $1,309 $932 $6,557
1410-01-139-1741 RGM-84D-3 $1,350 $972 $6,841
1410-01-139-1744 RTM-84D-3 $1,350 $972 $6,641
1410-01-181-8549 RGM-84D-4 $1,356 $979 $6,940
1410-01-139-1748 RTM-84D-4 $1,356 $979 $6,940
1410-01-181-8549 UGM-84D-1 $2,728 $988 $7,352
1410-01-181-8556 UTM-84D-1 $2,728 $988 $7,352

MK 46 TORPEDO

1356-01-282-4662 TORPEDO, MK 46 $769 $494 $3,658
MOD 5A(S)

SIDEWINDER MISSILE

1336-01-017-4030 SAFETY-ARMING DEVICE $38 $20 $276
MK 13 MOD 2

1336-01-044-7430 WDU-17/B $67 $34 $280
1337-01-145-1963 ROCKET MOTOR MOD 11 $229 $117 $760
1337-01-090-9294 ROCKET MOTOR MOO 8 $229 $117 $760
1337-01-145-9360 ROCKET MOTOR MOLO 10 $229 $117 $760
1420-01-101-8233 TARGET DETECTOR DSU-15A/B $312 $306 $904
1420-01-231-1509 TARGET DETECTOR DSU-156/B $312 $306 $904
1427-01-114-2054 GUIDANCE & CONTROL WGU-4A/B $628 $607 $1,292
1427-01-041-8459 GUIDANCE & CONTROL ANIDSQ-29 $628 $607 $1,292
1427-01-369-3383 GUIDANCE & CONTROL WGU-31/1B $828 $607 $1,292

SPARROW MISSILE

1410-00-149-3507 AIM-7M(F-1 BUILD) $3,834 $3,637 $4,317
1410-00-306-0435 AIM-7M(H BUILD) $3.834 $3.637 $4,317

1410-00-320-4823 RIM-7P $3,834 $3,637 $4,317
1410-00-149-3508 RIM-7M(F-1 BUILD) $2,274 $1,988 $3,896
1410-00-306-0434 RIM-7M(H BUILD) $2,274 $1,988 $3,896
1410-00-341-9221 RIM-7/VL $2,274 $1,988 $3,896
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1-Oct-95 1-Oct-5 I-Oct-95

mm ~ UgM co~ Goa Qr~

P-3 AIRCRAF

MODEL# 6846954 T-56 ENGINE $3,192 $1,455 $6,374

TOMAHAWK MISSILE

1410-01-344-5355 UGM-109C $2,562 $1,885 $3,173

AkIR FORCE ANNEX

MAVERICK MISSILE

1410-01-101-8490JE AGM-65A $781 $499 $3202
1410-00-238-1486JE AGM-65A $781 $499 $3,202
1410-01-089-2505JE AGM-65S $781 $499 $3202
1410-00-125-6760JE AGM-65B $781 $499 $3,202
1410-01-244-0603JE AGM-65D $781 $499 $3,284
1410-01-244-5628JE AGM-65E $761 $489 $4,221

AMRAAM

1410-01-301-3317A1 AIM-120A $714 $629 $2298
1410-01-320-7531 AIM-120A $714 $629 $2,29
1410-01-375-0438 AIM-120A $714 $629 $2,2
1410-01-375-0439 AIM-120A $714 $629 $2.298
1410-01-379-4896 AIM-1208 $714 $629 $2,298
1410-01-3364-8453A CONTROL SECTION $417 $390 $607
1337-01-383-9721 PROPULSION SECTION $482 $423 $2,132
1336-01-385-3212 WARHEAD SECTION $417 $390 $655
1420-01-381-3232AL GUIDANCE SECTION $482 $423 $1,678

SIDEWINDER MISSILE

1410-01-135-2771A6AIM-9L $202 $135 $1,238
1410-01-137-5971 AB AIM-9E-2 $202 $135 $1,238
1410-01-137-5972AB AIM-9P-3 $202 $135 $1238
1410-01-162-9395AB AIM-9M-3 $202 $135 $1,238
1427-01-255-3015XZ AIM-9P-4 GCS $76 $56 $283
1427-01-342-3811 XZ AIM-9P-4 GCS $76 $56 $283
1427-01-346-8789XZ AIM-9P-4 GCS $76 $56 $283
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I-Oct-95 1-Oct-95 1 -Oct-9S

NSo aEm COr coor w.r

SPARROW MISSILE

1410-01-168-3591BL AIM-7M $27 $15 $137
1410-01-168-3592BL AIM-7M $27 $15 $137
1410-01-308-3789BL AIM-7M $27 $15 $137
1410-01-308-3788BL AIM-7M $27 $15 $137
1410-01-135-6176BL AIM-7E $27 $15 $137
1410-01-326-3308BL AIM-7 GCS $27 $15 $137

"If the priority changes and the actual delivery of material does not correspond with the Delivery
Term Code (DTC) designated in the LOA, a Transportation Bill Code (TBC) indicating the
actual method of shipment is to be entered on the DD Form 1517 (Position 59).
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A Acceptance of Offer, 701-10
Accessorial Rates, 1307-9

AECA (Arms Export Control Act) Acquisition, 801-1
Authority, 200-1, 202-1 Addresses of LOA Processing Activities,
Brooke Amendment, 1100-3 701-11
Chapter 6 Leases, 1200-1 Administrative
Eligibility, 202-1, Table 600-1 Budget, 1302-1
Section 1, Sales Policy, 202-2 Charges, 1307-4, 1307-5

2 Foreign Policy. Sec of State 2(b), 202-1 Expenses, SDAF, 1400-2
2b Suspension, Cancellation, 203-8 MAP, 1302-2, 1302-5
3(a)(1) Pres Determination, 202-1 Advance
3(a)(2) Transfer, 203-1, 600-3 Notification Data, 703-14
3(c) Violations, 203-1, 900-2 Section 36(b)(1) Notification, 703-1, 703-3
3(f Terrorism, 203-1,900-2 Agent Fees, 801-1, 801-4
4 Proper Use of Materiel, 203-1, 900-2 Agents/Appointment, 801-6
5, 6 Prohibition Against Discrim, Intim, Air Travel, Commercial, 202-4

Harass, 202-2,900-2 Aircraft Movement, LOA, 701-28
21 Sales From Stock, 202-2, 1307-2 Amendments (to LOAs), 701-3, 701-24,

Payment US Dollars, 202-4 804-1, 804-7
Payment in Kind (barter) 21(h), 202-4 Acceptance, 804-1
Diversions 21(i), 802-2 Coordination, 1301-1

22 Procurement for Sales, 202-2 Countersignature, DSAA, 701-3, 804-1, 804-2
23 Credit Sales, 202-4.900-1 (See Credit/ Pen and Ink Changes, 701-10

Loan/Financing) Preparation, 804-5
24 Guaranties, 202-5,900-1 (See Credit/ Sample, 804-7

Loan/Financing) Ammunition, LOA, 701-9
25 Annual Report, 902-1 Anti-Terrorism Training, 203-2
27 Cooperative Projects, 1401-10 Apportionment, 902-1

Certification, 1401-13 Appropriations, 200-1
Implementation, 1401-12 Approval
Waivers/Reduction of Charges, 1401-12 Authority, SecState, AECA/2(b), 202-1

26 Security Assistance Surveys, 400-5, Armaments Cooperation Programs, 300-10
Table 400-1 Arms Control, AECA/38(a)(2) 42(a)(3),

29 Foreign Military Construction Sales FAA/511, 202-1
(FMSCS), 202-3 Arrearage, Late Payments, 1309-1

30 General Authority, GFE/GFM, 603-1 Article!.
35 Termination, 202-2 from Stock, 1307-2
36(b) Congressional Notifications and Reports from Procurement, 1307-3

of FMS, 703-1 Assistance-In-Kind, 1302-2
37 DoD Use of Credit Payments, 202-4 Atomic Energy Act, 202-2
38 Arms Control, 38(a)(2), Munitions List, Audits and Inspections, 1303-1

38(a), 202-1 Authorized Charges, 1307-4
42(aX3) Arms Control, 202-1 (See Costs/Pricing)
42(b) Coproduction Notification by DoS,

900-3, 1401-3 B
42(c) Credit Funds Procure Outside US, 202-2,

MAP 1100-2 Baggage Weight Allowance for IMS,
42(e) Suspension, Cancellation, 203-8 1001-8
47 Defense Articles/Services, 202-1, 1002-2 Billing, 1308-1, 1308-2
47(7) Direct Commercial Exports, 202-1 DD-COMP(M) 1517, "FMS Detail Billing
51(a)(3) Logistics, 802-1 Report," 1308-1

AIASA, (Annual Integrated Assessment DD Form 645, "FMS Billing Statement,"
for Security Assistance), 902-1, 1000-2 1308-2

ASD (Assistant Secretary of Defense) Delinquent Accounts, 1309-1
(C), 300-2, 1301-1 Elements, 1308-2
(ISA), 902-1 FMS Delivery Listing, 1308-2
(ISP), 902-1 Interest Assessment, 1309-2
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Key Dates, 1304-10 Pen-and-Ink, 701-10,804-1
Office, 1308-3 to LOA, 701-10,701-11
Quarterly, 1308-2 Charges, FMS Summary, 1307-10

Blanket Order Cases, 700-2, 700-3 Civilian
Items Restricted, 700-3 Commissary and Exchange Privileges, 1004-1
Training, 700-3 Institutions, Training at, 1002-2

Bona Fide Agent, 801-4 Ranks, Descriptions of, 1005-1
Brooke Amendment, 1001-13, 1100-3 Training of, 1002-2
Budget Authority/Execution Classified Information, Articles/Services,

Administrative Budget, 1302-1 502-1
Closure, 1305-2 AECA 36(b) Notifications, 703-1
DD Form 2060 (Obligational Authority), 1302-1 Case Level Data, 502-4
DD Form 2061 (Planning Directive), 1302-1 Courses, Attendance, 1004-1
Reconciliation, 1305-1 Declassification, 502-2, 502-5
SAO Budget, 1302-1 Diplomatic Mission, 502-5

Bud;et Call, 1302-6 Direct Commercial Contracts, 900-3
Budget Year Priority Codes, IMET, 1001-10 Disclosure, 501-1
Buyout, 802-4 FMS Agreements, 502-4

False Impressions, 501-2
C Foreign Country Equivalent Classifications,

503-10
C-12 Management, 1303-6 (See SAO) Industrial Security, 501-2
CAS (Contract Administration), 1301-3, Materiel, Access, 1004-1

1301.9, 1307-9 Plans and Programs, 502-4
Reciprocal Agreements, 1301-9 Program Data, 502-4
SDAF, 1400-1 Shipments of Materiel, 501-3, 501-4

CCBL (Collect Commercial Bill Lading), Transmission of Materiel, 501-3
802-9 Transportation, 802-9

CLSSA, 700-3, 802-1 Closure/Case, 1305-2
FMSO I, II, 700-3, 1307-5 Code(s) (See CountrylInternational
Non-CLSSA, 802-2 Organization Information)

COMSEC, 600-5 Budget Year Priority, 1001-10
CRA, 200-1 Country/Organization, 600-7
Cancellation(s), 1307-4 Delivery Term, 701-22

Administrative Fee, 1307-4, 1307-5 Freight Forwarder, 701-23
Charges, 1307-5 Generic Code, 701-4, 1503-3, 1503-6, D-9, D-27
of SA AECAf2(b), 42(e), 203-7, 203-8 LOA Designator, D-73

Capitalization, SDAF, 1400-2 MDE/Non-MDE Indicator (MASL), 700-2,
Cash 701-21, D-II

Prior to Delivery, 1301-6 Mark For, 701-23
with Acceptance, 1301-6 National Stock Number, D-13

Cash Flow Financing, 900-3 Offer Release, 701-22
Case(s) (See LOA) Record Serial Number, D-15

Blanket Order, 700-2 Routing Identifier Code (MILSTRIP), D-12
Cancellation, 1307-4, 1307-5 SDAF, Delivery, 1400-9
Case Management, 704-1 Serviceable, 701-21
Case Manager, 704-4 Source, 701-21, 1301-7
Closure, 1305-2, 1307-5 Training, Analysis, IMET, 1001-10
Cooperative Logistics Supply Support Type of Assistance, 701-21, 1301-5, 1301-7

Arrangements (CLSSA), 700-3 Unit of Issue, D-18
Defined Order, 700-2 Collection of FMS Payments, 1304-5,
File, 1306-1 1304-10
Identifier, 1500-1 SAAC, 1309-1
Implementation and Execution, 800-1, 800-2 (See Payments)
Level Accounting, 1304-6 Trust Fund Accounts, 1304-5
Reconciliation, 1305-1 Commercial Exports, AECA/47(7), 202-1

Changes Commercial Interface with SAOs, 602-3
in Scope, 804-1 (See Direct Commercial Sales)
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Commercial Purchases, 902-4 Training, 1002-2
Cargoes Financed with FMS Loan Funds, 902-4 Contractual Process
FMS Credit Guidelines, 902-5 Foreign Country Involvement, 502-5
Policies and Procedures, 902-4 Release of Data, 502-5

Commercial Sales (See Direct Contributed Currencies, 1302.2
Commercial Sales) Control of Foreign Representatives, 501-2

Commissions, 801-1, 801-4 Cooperative Logistics Supply Support
Commitments, Delivery, 202-3 Arrangements (CLSSA), 700-3
Committees Cooperative Projects, 1401-10

on Foreign Affairs (House), 703-2 Coproduction, 502-3, 1401-1, 1401-2
on Foreign Relations (Senate), 703-2 DSAA Advice to DoS. 1401-4

Communications Security (COMSEC) Cost(s)/Pricing, 1307-1
Programs, 600-5 Administrative Charges, 1307-4

Communist Controlled Countries, Accessorial Charges
FAA/614(a), 620(F), 203-1 PC&H, Transp, Prepositioning, Staging,

Condition Code, 701-21 1307-4
Conferences, Costs, 702-2 Accuracy, 1304-3
Congress, 300-1 Agent Fees, 801-1, 801-4

Appropriations, 902-1 Articles from Procurement, 1307-3
Authorizations, 902-1 Articles from Stock, 1307-2
Delegations (CODELS), 1303-6 SDAF, 1400-5
Reports Inventory, E-10 Asset Use, Tooling/Facility Rental, 1307-8
Section 36(b) Notifications, 703-1, 703-14, Attrition/fraining, 1307-8

703-15, 1401-2 CAS, 1307-9
Advance Sec 36(b), 703-3 Reciprocal Agreements, 1301-9
Statutory Notification Data, 703-18 CLSSA, FMSO I. II Cancellation, 1307-5
Submission Classification, 703-10 Case Cancellation, 1307-4
Submission Criteria, 703-6 Commissions, 801-1, 801-4
Submission Military Justification, 703-17 Conferences, 702-2
Submission Procedures, 703-8 Direct/Indirect, 1307-1
Submission Sensitivity of Technology, Estimated Prices, 1307-1

703-20, 703-22 Extraordinary Expenses, 1000-4
Constraints on Purchaser Eligibility, Firm Prices, 1307-2

203-1, 600-1 Logistics Support Charge, 1307-6
Communist-Controlled Countries, FAA/614(a), Nonrecurring Cost, 1307-6

620(F), 203-1 Quality Assurance, 1307-9
Narcotics, FAA/481 (h), 203-1 Recoupment Waivers. 1301-2
Nationalization of US Property, FAA/620(e), Recovery, Full, 202-4. 1301-1

203-1 Replacement Factors, 1307-2
Police Training, FAA 660, 203-1 Pricing-Services (MAP), 1100-2
Proper Use of Materiel, AECA/4, FAA/502, SDAF, 1400-5, 1400-6

203-1 Secondary Items, 1307-2
Terrorism, AECA/3(f), FAA/620, 203-1 Segregating and Accounting, 1304-7
Transfer, AECA/3(a)(2), FAA 505(a), 203-1 Single Selling Price, 1307-1
Violations, AECA/3(c), FAA 505(d), 203-1 Summary of FMS Charges, 1307-10

Construction Sales, AECA, Sec 29, 600-4 Surveys, 702-2
Contingency Requirements, 702-3 Training, 1307-1
Contract Administration, See CAS Transportation Cost Look-Up. F-I
Contract Audit Services, 1307-9 Tuition Rates, 1002-2
Contract Field Services (CFS) Personnel, Waiver of Admin, 1301-3

1003-6 Waiver
Contract Termination, 203-8 Cooperative Projects, 1401-12
Contractor(s) of NC, 1301-2

Certification, 902-59 of QA, Audit, CAS, 1301-3
Certification and Agreement, 902-59 Waiver of Tooling Rental, 1301-2
Essential Contract Elements, 902-54 Countersignature/DSAA, 701-3, 804-1,
Financing (see CreditLoan/Financing) 804-3
Holdback, 701-2 Not Required, 804-2, 804-3
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Counterterrorism Training, 203-1 Payments,Use by DOD, AECA/37, 202-4
Country/International Organization Procurement Outside US, AECA/42(c), 202-2

Information Prohibitions Against Discrimination, 900-2
Code, FMS, 600-7 Promissory Note, 902-17
Unified Command, 600-7 Repayment, 202-4, 902-3, 902-6
Congressional Region, 600-7 Third Party Transfers, 900-3
AECA Eligibility, 600-7 Transportation, 802-6, 902-4
Dependable Undertaking Authorized, 600-7 Use of Financing, 901-1
Defense Transportation Service Authorized, 600-7 Violation, 900-2

Country Liaison Personnel, 1004-3 Cross
Country Representatives, 602-4 Service Training, 1000-3
Country Responsibility, 600-2 Training, Sequence, or Prerequisite Training,
Credit/Loans/Financial Management, 202-4 1001-12

AECA, 900-1 Current Year Training, 1001-12
Administration, 1301-8 Custom Clearance, 503-1, 503-3
Approval, 901-1,902-3, 902-41/42 Reporting of Exports, 503-3
Authorization, Appropriation, Apportionment,

902-1 D
Brooke Amendment, 902-7
Ceiling, 900-2 DD COMPT (M) 1517 FMS Detail Billing
Classified Materiels, 900-3 Report 1308-1
Commercial Purchases, 902-4 DD Form
Commercial Letters of Credit, 902-48 645 (FMS Billing Statement), 1303-1, 1308-2
Commissions/Contingency Fees, 902-47 1513 (Replaced with LOA)
Commitment of Funds, 902-3 1513-1 (Replaced with Amendment)
Concessionary, AECA/23, 202-4 1513-2 (Replaced with Modification)
Contractor, 902-42,902-45 DISAM (Defense Institute of Security
Contractor Certification, 902-50, 902-59 Assistance Management), 704-5
Conversion Non-Credit to Credit, 902-3 DISCO (Defense Industrial Security
Coproduction/Licensed Production, 900-3 Clearance Office), 501-3
DCS Guidelines, 902-45 DLA, 300-2
DSAA Approval, 902-3 DLIELC (Defense Language Institute,
Designation of Authority, 902-21 English Language Center), 1003-1
Direct Commercial Contracts, 503-5, 900-3, 902-4 DoD (Department of Defense), 300-1
Direct Credit, 900-1 DoDD
Disbursement, 902-4 2040.2, International Transfer of Technology,
Eligibility, 901-1 500-2
Essential Contract Elements, 902-54 4410.6 UMMIPS, 802-5
Essential Items, 202-4 5320.11 Disclosure of Classified Information,
Exceptions, 901-1 501-1
Excess Funds, 1304-5 DoDI 5230.20, Policy and Procedures for
Export-Import Bank, 900-2 Control of Foreign Representatives, 501-2
Federal Financing Bank, 902-2 DoDIG (DOD Inspector General), 1303-3
Fiscal Provisions, 900-3 DoDM (Manual)
Foreign Intimidation/Harassment, 900-2 5105.38-M, SAMM, 100-1
Grant Agreement, 902-27 Applicability, 100-1
Guaranteed Loans, 900-1 - 900-3,902-2 Distribution, 100-2
Guaranties, AECA/24, 202-5, 900-1 Purpose, 100-I
Guarantor (DSAA), 902-8 DoS (Department of State)
Implementation, 902-1 DSP 61 (License for Unclassified Temp. Import),
Interest Rates, 902-2 503-4
Issuance, 902-2 DSP 85 (License for Classified Export/Import),
Licensed Production, 900-3 503-5
Loans, 902-2 DSP 94 (Authority to Export Defense Articles/

Agreement, 902-10 Services), 503-1
Direct, 902-2 DSAA, 300-2

Multiple Sources, 1301-8 1000 MaterielfTraining System (MAP, MASF,
Offshore Procurement, 902-5 IMET), 1502-1
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1200 FMS Information System, 502-3, 1500-1 Direct Commercial Contracts, Classified,
Abbreviated titles used in, 1501-4 900.3
Availability of Reports, 1501-1 Direct Commercial Purchases, 902-4
Case Level Records, 1500-1 Direct Commercial Sales (DCS), 601-1,
Case Level Reports, 1501-3 1307-7
Case Listing Report "C", 15014 Agent Fees, Credit, 902-80
Congressional 36(b) Case Dates, 15014 Commercial versus FMS, 602-2
Report Descriptions, 1501-2 Concurrent DCS and FMS Negotiations, 601-1
Requests for System Reports, 1501-1 Contractor's Certification, Credit, 902-82
Summary Management Reports, 1501-3 DSAA Country Approval Letter, Credit, 902-74
Types of Data, 1500-1 DSAA Supplier Approval Letter, Credit, 902-75

Countersignature, 701-3, 804-1, 804-3 Exclusions, 601-2
Declassification, 502-5 FMS Credit Guidelines, 902-5, 902-78
LOA Coordination, 701-2 Nonrecurring Costs, 1307-7
Report Submissions, 502-5 P&As and LOAs, 601-4
SDAF/IA Loan Agreement, 1400-16 Preference, 601-1,601-3

DTS (Defense Transportation System) 802-9 SAO Relations, 602-1, 602-3
Countries Authorized, 600-7 Transportation, Credit, 902-80

Data USG Approval, 601-1
Element Dictionary, D-1 Disbursement Authorities, 1304-6
Elements (list), Case Manager, 704-7 Disclosure, 501-1
Required by the DSAA (TDP), 1401-18 Discrepancy Reporting (See RODs)
Sheet for TDP Transferred for Operation and Disposal of US Origin Items, 600-2

Maintenance, 1401-26 Disposal of MAP Materiel, 1101-1-1101-4
Sheet for TDP Transferred for Study or Production, Diversion of Materiel, 202-3, 802-2

1401-27 Documents included with LOA
Dates in FMS Billing and Collection, Countersignature, 701-2

1304-10 Drawdown, FAA/506, 201-1
Debts, Delinquent/Interest, 1309-2
Defense Articles/Services, AECA/47, 202-1 E
Defense Cooperation in Armaments (Defense

Industrial Cooperation), 300-1 Economic Order Quantity (EOQ), 700-7
Defense Language Institute, English Eligible Countries/Organizations, 202-1,

Language Center (DLIELC), 1003-1 600-1, 600-7
Defense Logistics Agency (DLA), 300-2 Constraints, 203-1
Defense Transportation System (DTS) Financing, 901-1

Authorized, 600-7 Emergencies, See SA Wartime, 400-3
Defined Order, 700-2 English Language Training (ELT), 1003-1
Delinquent Accounts, 1309-1 Essential Contract Elements, 902-S4
Delivery Estimated Prices, 1307-1

Codes, SDAF, 1400-9 Excess Defense Articles (EDA), 803-1
Commitment Date, 802-5 AECA Sec 31 (d), 803-1
Commitments, 202-3 Control/Congress, 803-2
Reporting, 1308-1 FAA 502A, 516, 517, 518, 519, 803-1
Schedule (LOA), 701-6 LOA, 701-4
Term Code 701-22 (See Billing) P.L. 101-513, Sec 548, 803-1

Demilitarization, DOD 4160.21-M-1, 600-3 Reporting, E-2
Dependable Undertaking Surveys, 803-2Arrangements, 1301-6,600-7 Execution, LOA Phase, 800-2

Authorizations, 600-7 Executive Agent for SAAC, 1301-1
Design and Construction Sales, AECA, Exercises, Bilateral, Combined or

Sec 29, 600-4 Multilateral, 1002-1
Designator (LOA) Code, D-73 Expanded IMET, 1001-1
Direct Expenditure Authority, 1304-6

Costs, 1307-1 Explosives, LOA, 701-9
Entry ECL Failure Forfeiture Charge, 1003-3 Export
FMS Credit, (See Credit/Loans/Financing) Controls, 500-1, 501-1, 502-1, 503-1, 1401-1,
Loans, 902-2 -5,-I5

Index-5 Change No. 7, 5 January 1996



DOD 5105.38-M

Export-Import Bank, AECA/32, 202-5 Financial (Management)
Extended Training Service Specialists, Accuracy/Inaccuracies, 1304-3

1003-5 Analysis, 701-2
Extraordinary Expenses, 1000-4 Analysis Worksheet (SDAF), 1400-7, 1400-14,

1400-15
F Annex, 1304-1, 1304-8

Cost Recovery (see Costs)
FAA Export-Import Bank, AECA/32, 202-5

Authority, 200-1 Initial Deposit, 1304-2, 1304-6
Chapter 2, MAP Eligibility, 201-1 LOA, 701-23

481(h) Narcotics, 203-1 Payment Schedule, 1304-1
502 Proper Use of Materiel, 203-1, 1101-1 Payment Schedule, Revisions, to, 1304-3
503 Loans of Defense Articles, 1201-1 Payment, US Dollars, 202-4
503(a)(3) "Map Merger", 201-1 Policies for Pricing, 1307-1
505(a) Transfer, 203-1,600-3, 1101-1 Review Program, 1303-5, 1303-11
505(d) Violations, 203-1 Total Cost Recovery (LOA), 701-18
506 Special Authority/Drawdown, 200-1, Financing (See Credit/Loans/Financing)

201-1, 1102-1 Eligibility, 901-1
506(a) Emergency Drawdown, 1101-1, 1102-1 Terms of Sale, 1301-6
506(b) Authority, 1102-2 Firm Prices, 1307-2
506(c) Appropriation, 1102-2 Foreign
511 Arms Control, 202-1 Affairs Committee (House), 703-2
515 Overseas Management of Assistance and Cooperative Projects, AECA, Sec 27, 1401-11

Sales Programs, 300-3 Countries, Procurement in, 202-4
517, 1100-2 Economic Capabilities, 400-2
551 Peacekeeping, 300-3 International Agreements, Authority for, 1401-1
614(a) Waiver Authority, 203-1 Liaison Personnel, 1004-3
620A Terrorism, 203-1,900-2 Manufacture of US Defense Equipment, 1401-1
620(e) Nationalization of US Property, 203-1 Military Construction Sales (FMCS), 202-3
620(f) Communist-Controlled Countries, 203-1 Military Sales (FMS) Cases, 700-2
620(q), 1001-13, 1100-3 Relations Committee (Senate), 703-2

FAR (Federal Acquisition Regulation), Representatives, 501-2, 602-4
202-3, 801-1 Format, P&A Data, 700-6

FAR Supplement, 202-3 Freedom of Information Act (FOIA), 502-3
FFB (Federal Financing Bank) Loans, 902-2 Freight Forwarder
FMCS (Foreign Military Construction Classified, 501-5

Sales), 202-3 Code, 701-23
FMS Form DSP 94, 503-1

Administrative Budget, 1302-1 Full Recovery of Costs, 1301-1
Billing Statement, 1308-2 Funding
Case, 800-1 Current Year Training Program, 1001-13

Closure, 1305-2 Limitations on FFB Disbursements, 902-3
Delivery Listing, 1308-2 Funding and Financial Considerations
Detail Billing Report (DD-COMP(M) 1517), (IMET), 1001-11

1308-1
Direct Credit, 900-1 G
Eligibility, 202-1

Constraints on, 203-1 GAO (General Accounting Office), 1303-2
Financed Purchases Credit, 902-3 GFE/GFM

FMSO I, 700-3 Authorized Items, 603-1
FMSO II, 700-3 Authorized Purchasers, 603-1
FORDTIS (Foreign Disclosure and Financial Matters, 603-2

Technical Information System), 501-1 Sale to US Companies, 603-1
FTS (Field Training Services), 1003-S Sales Agreements, 603-2
False Impressions, 501-2 Generic Code, 701-4, 701-21, D-9, D-27
Familiarization Training, 1003-3 Generic Code (MASL), 701-21, 1503-3,
Federal Financing Bank Loans, 902-2 1503-6
Ferrying, Aircraft, 701-28 Goods, 500-1
Fifth Quarter Training, 1001-10

Index-6 Change No. 7, 5 January 1996



DOD 5105.38-M

Government Owned Facilities, Charges for K D

use of, 1307-8
Government Provided Engineering Services, Keystone Equipment, 500-1

1307-3 Know-How, 500-1
Grant Agreement, 902-59
Grant Aid, 201-1 [ L

Funding, 1100-1
Guaranteed Loan Financing, 900-1, 902-2 LOA (Letter of Offer and Acceptance),
Guaranties, 202-5, 900-1 700-1, 700-8, Format, 701-13, Standard
Guaranty Reserve Fund, 902-8 Terms and Conditions, 701-17,

Information, 701-21
H Acceptance, 701-10

Additional Considerations, 701-5
Holding Accounts, 1304-5 Additional Notes, 701-8

Ammunition/Explosives, 701-9
SI Patent Rights, 701-9

Security Assurances, 701-9
IA (Implementing Agency), 800-1 Offset Costs, 701-9
ILCS (International Logistics Shipment Consolidation, 701-10

Communications System), 802-1 Amendments, 701-24,804-1
IMET (Int'l Military Education and Changes to, 701-24

Training Program) (See Training/IMET), Closure, 1305-2
1001-1 Congress 36(b) Notifications, 703-1

IMS Employment, 1004-2 Contingency Requirements Lines, 702-3
ITAR (International Traffic in Arms Reg), Coordination, 700-8, 701-2

202-6, 700-2 Documents to Accompany, 701-2
Export License, 503-1 Cost Data Exclusion, 701-2
Provisions for Sales Proposals (SME), 503-4 Countersignature, DSAA, 701-3
Shipments of FMS Materiel, 503-2 Delivery Schedule, 701-6

Incendiary Items, 203-3 Delivery Term Codes, 701-22
Indirect Costs, 1307-1 Description/Condition, Item, 701-21
Industrial Plant Equipment, 1307-8 Designator Code, D-73
Industrial Security, 501-2 Financial, 701-18, 701-23
Industry Interface with SAO, 602-3 Financial Annex, 1304-1
Informational Program, 1000-3 Format, 701-13
Initial Deposit, 1304-2, 1304-6 Freight Forwarder Code, 701-23
Inspections and Audits, 1303-1 Generic, 701-4, 701-21, 1503-3, 1503-6,
Insurance, 802-8 D-9, D-27
Intelligence (Military) Training, 203-1, Implcmentation, 800-i, 1301-1

1001-4 Individtal Responsible, 701-2
Interdepartmental Orders, SDAF, 1400-5 Information, 701-21
Interest on Arrears (Delinquent Debts), Logistics Information, 701-7

1309-2 MDE/Non-MDE Code, 701-21, D-11
Interest Assessment on Delinquent Debts, MOU, SOW, 701-7

1309-2 Mark For Code, 701-23
Interest Rates, 902-2 Modifications, 701-24, 804-1
International Agreements, 1401-1 Manager, 704-1
International Organization & Country NC Charges. 701-1

Information, 600-7 Negative Response, 700-8
International Traffic in Arms Regulation Offer Release Code, 701-22

(ITAR), 202-6 PCS and TDY, 701-6
Intrinsic Military Utility, 500-1 Payment Schedule. 701-8
Invitational Travel Order, 1004-1 Personnel Movement, 701-6

Personnel Protection. 701-6
Personnel Related Costs (Sample Terms and

Conditions), 701-30
JCS, 300-3 Personnel Training, 701-7
Javitz Report, 400-2 Policies, 701-i
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Preparation, 701-4, 1301-1 US/DOD Exemption, 503-1
Preparation Checklist, 701-27 Living Allowances (FMS Students), 1002-2
Processing Activities (Army, Navy, Air Force, Table of Daily Supplemental Living Allowances

DLA, DMA), 701-11 (IMET Students), 1001-17
Program Management Lines, 702-1 Loans (see Credit/Loans/Financing)
Requisitions, 701-8 for Research and Development Purposes, AECA
Retransfer of Defense Articles, 701-18 Sec 65, 1201-1
Security, 701-10 of Defense Articles, FAA, Sec 503, 1201-1
Serviceable Code, 701-21 of Equipment, SDAF, 1400-9
Shipment Consolidation, 701-10 Logistics, 802-1
Shipments, 701-5 Conference Costs, 702-2
Source Code, 701-21, 1301-7 Information, LOA, 701-7
Specialized Lines, 702-1 Support, 202-5
Supplementary Information, 701-26 Support charges (LSC), 1307-6
Terms and Conditions, 701-17 Support of non-DOD commercial and non-standard

Aircraft, 701-28 items, 202-5
Transportation/Services, 701-29 Support through normal DOD procurement, 202-5

Termination Liability Worksheet, 701-2, 701-25 Support when item phased out by DOD, 202-5
Terms of Sale, 701-4
Training Notes, 701-22 - M
Type of Assistance Code, 701-21, 1301-5, 1301-7,

1301-10 MANPADS (Man-Portable Air Defense
Unit of Issue, 701-21, D-18, D-61 System Sales), FAA 506(a), 203-4, 7
Validity of Data, 701-6 MAP (Military Assistance Program), 1100-1

LOA, Misc Information (See Cases), 700-1 Administrative Budget, 1302-1
LOI (Letter of Intent), 700-2, 700-9, Accessorial Costs, 1101-4

700-13 Allocation of Funds, 1100-1
Amendment, 700-15 Disposal, 1101-1, 1101-3
Coordination, 701-2, 1301-1 Eligibility, FAA/Chap 2, 201-1
Preparation, 700-9 End Use of Materiel, 1101-1
Terms and Conditions, 700-14 FY 1981/Prior MAP, 1100-3

LOR (Lettto of Request), 700-4 Financed LOAs for Defense Services, 1100-2
Channels of Submission, 700-4 Impact of Brooke Amendment, 1100-3
DoS/DSAA Approval, 700-5 Impact of FAA Sec 620(1), 1100-3
Format, 700-4 Merger, FAA/503(a)(3), 201-1, 1100-1, 1301-6,
Responses, 700-6 1304-5
Timeframes, 701-2 Pricing/Services, 1100-2
Validation, 701-2 Redistribution, 1101-3

Leases, AECA/Chapter 6, 1200-1 Restrictions, 1100-2
Approval, DoD, 1200-1 SAO Budget Support, 1302-2, 1302-5, 1302-6
Certification, 1200-3 Transfer of Funds, 1100-1
Congress Notification, 1200-3 Use and Disposal of MAP Materiel, 1101-1
Coordination, 1200-3 MASL (Military Articles and Services List),
Financial, 1200-5 1503-1
Navy Ships, 1200-5 Content, 1503-2
Sample Lease, 1200-8 Data Submission, 1503-9
Terms and Conditions, 1200-2 Distribution, 1503-8
Use of Leases, 1200-1 Materiel MASL, 1503-1, 1503-14

Leave/Leave Extension, 1004-3 Training MASL, 1503-1, 1503-15
Letter of MDE (Major Defense Equipment)

Intent, 700-2, 700-9 Code, LOA, 701-21
Offer and Acceptance (See LOA), 700-1 Definition, 700-2
Request (See LOR), 7004 Indicator (MASL), D-I I

Licensed Production, 900-3 List, 700-16
Licensing (Export/Import) P&A Data, 700-1

Exclusive Arrangements, AECA, Sec 42(a), 600-5 MOA, "Memorandum of Agreement," 1401-4
Reporting DOD Sponsored Shipments, 503-1 MOU, "Memorandum of Understanding,"
Transportation Documents, 503-1 701.7, 1401-4
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MTTs (Mobile Training Teams), 1001-2, Advance Statutory, 703-3, 703-10
1003-3
Approval Criteria, 1003-3 O
Coordination and Preparation, 1003-4
Duration, 10034 Obligational Authority, 1302-1
Purposes, 1003.4 Observer Training, 1003-3
Programming Instructions, 1003-4 Offer Release Code, 701-22

Man-Portable Air Defense System Sales Offset
(MANPADS), 203-4, 203-7 Administrative Costs, 701-9, 1401-14

Management, Case, 704-1 Procurement, 1401-14
Manager, Case, Charter, 704-6 On-the-Job Training, 1003-3
Marine Transportation Waivers, 802-7 Operational Testing and Evaluation
Mark For Code, 701-23 (Incomplete) 700-6, 701-10
Materiel Notices, 400-3 Orientation Tours (OT), 1001-2, 1003-6
Materiel Usage, 202-3, 203-1

Diversion, 202-3 p
Proper Use, 600-2
Standards, 202-4 P&A (Price and Availability)
Third Party Transfer, 6OD-3 Agent Fees/Commissions, 700-8

Medical Coordination, 700-7
Care, 1002-3 Data, 700-1
Costs, 1001-9 Estimates, 700-7
Screening, Student, 1004-1 Format, 700-6

Milestones for LOA Requests, 703-12/13 Report. E-I
Military PCS/TDY, LOA, 701-6

Justification 36(b), 703-17 Packing, Crating and Handling, (MAP)
Ranks, Descriptions of, 1005-1 1101-4, (FMS) 1307-4
Traff Management, 802-9 Patent Rights, 701-9

Modifications (of LOAs), 701-24, 804-1, Payment Schedule, 1304-1
804-2, 804-3, 804-10 LOA, 701-8
Coordination. 1301-1 Revisions, 1304-3
Countersignature (DSAA), 701-3. 804-3 Payment(s)
Pen and Ink Changes. 701-10 Late, 1309-1
Preparation, 804-5 on Delivery, 1301-6
Receipt, 804-12 Schedule, 1304-1
Sample, 804-10 Schedule Revisions, 1304-3

Monitorship, Royalty Fees, 1401-24/2S to Cover Costs, 1301-1
Multiple Sources of Financing, 1301-8 US Dollars, 202-4
Munitions List (US), AECA/38(a), 202-1, Pen and Ink Changes, 701-10

202-6 Performance Reporting, 1308-1

(See Billing)
N Performance Specifications, 704-S

Personnel
NAMSA (NATO Maintenance Supply Movement, LOA, 701-6

Agency), 1301-3 Police
NC, NRC (Nonrecurring Costs/Charges), Training, 1001-3, 1001-4

701.1, 1301-2, 1307-6, 1307-7, 1307-8 Policies, LOA, 701.1
Napalm, 203-3 Policy, Basic Sales, (AECA), 202-2
Narcotics, FAA 481(h), 203-1 Political Asylum/Temporary Refuge

Counternarcotics Leases, 1200-5 (IMS), 1004-2
National Disclosure Policy (NDP-1), 703-4 Port Loading and Unloading, 1307-4
National Stock Number, D-13 Positions of Prominence, 1005-1
Nationalization of US Property, Reporting, 1005-1

FAA/620(e), 203-1 Preparation (and)
Negative Responses, LOA, 700-8 Implementation of DD Form 1513, 1301-1
Nonrecurring (See NC, NRC) Processing of LOAs, 701-1
Notification(s), 36(b) to Congress, of Payment Schedules, 1304-1

703.1, 703-10 Prepositioning, 1307-4
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Presidential Determination, AECA/3(a)(1), Retainable Instructional Materiels (RIM),
202-1 1004-2

Pricing (see Costs/Pricing) Riot Control Agents, 203-3
Priority Routing Identifier Code, D-12

UMMIPS (DODD 4410.6),802-5 Royalty Fees, 1401-16, 1401-23
Privileges (IMS), 1002-3 Billing, 1401-24
Procedures, LOA, 701-2 Collection of, 1401-24
Process and Procedures (Credit/Financing), Computation of, 1401-23

"902-1 Management of, 1401-23
Procurement Monitorship, 1401-24

Criteria for, SDAF, 1400-3 Reduction, Waivers, Exemptions, 1401-24
Foreign Countries (in), 202-4

Professional Military Education (PME) S
Exchange Training, 1003-8

Program Management, 702-1 SA Network, 1504-1
Progress Payments, 1304-7 Access, 1504-2
Prohibition Accounts and Password-, 1504-2

Against Discrimination, Intimidation, Harassment, Changes to, 1504-2
AECA/5,6, 202-2 Equipment, 1504-2, 1504-9

on Front Loading Payment Schedules, 1304-3 Managers, 1504-7
Promissory Note (Credit), 902-17 Points of Contact, 1504-11
Public Domain, 500-2 Responsibilities, 1504-3
Purchasers SAOs, 1504-3, 1504-6

Eligible, 600-7 Security, 1504-1
Exempt/Non-Exempt, 703-8 Software, 1504-3

0 QTraining, 1504-1
SAAC Responsibility (Financial

Quality Assurance and Inspection, 1307-9 Administration), 1005-1, 1303-1
Quarterly Billing, 1308-2 SAMM (5105.38-M)
Quotation of Firm Prices, 1307-2 Applicability, 100-1

Distribution, 100-2
R Purpose, 100-1

SAN (See SA Network)
RODs, Reports of Discrepancy, 802-1, SAO

802-12, 802-14, 1308-2 Action (MAP Materiel), 1101-2
Reciprocal Exchange Training, 1003-7 Airlift Revenue Traffic, 1302-7, 1302-10
Reconciliation, 1305-1 Armaments Cooperation Function, 300-13
Record Serial Number, D-15 Budget, 1302-1
Recovery of Cost, 202-4 C-12 Aircraft Management, 1303-6
Redistributable MAP Items, 1101-3 Coproduction, 1401-10
Release of Information, 502-3, 502-6 Disposal of Defense Articles, 600-2

of Government Owned Technical Data, 1401-16 ECL, 1003-1
Rental Charges for Use of DOD Assets, Industry SA Relations, 602-1

1307-8 Leases, 1200-1
Repair and Replace, 802-1 MAP Budget Support, 1302-2, 1302-5, 1302-6
Repayment (Credit), 902-3 Reports, 1302-7

Procedures, 902-20 SA Network, 1504-3,1504-6
Schedule, 902-18 Sole Source, 801-3

Request For SDAF (Special Defense Acquisition Fund),
IMET Waivers, 1001-4 1400-1
Offset Procurement, 1401-14 Closure, 1400-8

Requirements, Reporting, 704-4 Financial Analysis, 1400-7
Financial Analysis Worksheet, 1400-7, 1400-14

Requisitions Funding, 1400-2
LOA, 701-8 Inventory Control, 1400-6
Procedures, 802-4 Inventory Reporting, 1400-6

Responsibilities, Case Management, 704-2 Loans to lAs, 1400-9, 1400-16
MIPR Issuance, 1400-4
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Procurement, 1400-3 Segregating and Accounting for FMS Costs,
Sales, 1400-7 1304-7
Transportation Payment, 1400-8 Selection of Trainees, IMET, 1001-4

SME (Significant Military Equipment), Self-Invited Visits, 1000-5
202-6, 503-4, 700.2 Sensitivity of Technology (NDP-1), 703-4
Channels of Submission, 700-4 Serviceable Code, LOA, 701-21
Department of State Approval, 503-4 Ship Transfers, 202-2, 203-3
Direct Commercial Sales, 601-3 Shipments
Milestones, 703-12 Consolidation, 701-10

SecDef (Secretary of Defense), 300-1 Form DSP-61, 503-4
SecState Approval Authority, AECA/2(b), Form DSP-85, 503-5

202-1, 300-1 Form DSP-94, 503-1
SET (Specialized English Language LOA, 701-5

Training), 1003-2 Single Selling Price, 1307-1
SOW (Statement of Work), 701-7 SOFA (Status of Forces Agreements),
Sale of TDPs for Production Purposes or 701-32

Study Purposes, 1401-18 Sole Source, 801-1
Sales Source(s)

LOAs, Preparation and Processing, 701-1 of Financing, 1301-8
Commissions and Agents Fees, 801-1, 801-4 of Supply Codes, 701-21, 1301-7
of TDPs for Operation and Maintenance, 1401-17 Specialized LOA Lines, 702-1
of TDPs for Production or Study Purposes, Specialized Training, 1003-1

1401-18 Staging, 1307-4
Policy, 202-2 Standards, Materiel, 202-4
Purposes of (Credit), 900-2 Standard Terms and Conditions (LOA),

Sanctions [Brooke, 620(q)], 1100-3 701-1, 701-17
Scope, Major Changes, 804-1 State Department Approval (LOR), 700-5
Secondary Items, 802-1, 1307-2 Statement of Work (SOW), 701-7
Section Statutory Notification Data [36(b)], 703-1,

21, AECA, 1307-2 703-10
36(b), AECA, 703-1 Stinger, 203-6
506, Special Authority, 1102-1 Stock Pricing, 1307-2

Security Assistance, 101-1 Strategic Trade Cases, 500-2
Accounting Center, 1303-1 Student
Armaments Cooperation (UCOM), 300-13 Administration, 1004-1
Cancellation, Suspension, 203-7 Dependents of, 1004-2
Channels of Communication (SAO), 301-1 Disposition in Case of Emergency, 1004-2
Implementation, 101-1 Employment, 1004-2
Management Manual, 100-1 Medical Screening, 1004-1
Monitoring of US Origin Items, 600-2 Political Asylum/Temporary Refuge, 1004-2
Organizations (SAO), 300-3 Security Screening, 1004-1
Planning Training, Minimum Duration in US, 1001-3

Activities and Tools, 400-2 Uniforms and Personal Clothing, 1004-2
Considerations, 400-1 Unit Exchange Training and Related Support.
Policies, 400-1 1003-8
Responsibilities, 400-1 Visits to Canada and Mexico, 1004-2

Program Management/Oversight Functions (SAO), Subcontractor Sole Source Designation,
300-11 801-3

Scope, 101-1 Summary of Terms of Sale/Type of
Suspension, 203-7 Assistance Codes, 1301-10
Wartime, 400-3 Supplemental Information (LOA), 701-1

Security Supplemental Financing Terms and
Assurances, 701-9 Conditions, 1304-8
Classification Guidelines (MAP, IMET, P&A, Survey Teams, 400-3, Table 400-1

LOR, LOA, NRC), 502-1, 502-2, 502-3 Costs, 702-2
Coproduction, 502-3 for EDA Requirements. 803-2
Screening, Student, 1004-1 Suspension of SA, AECA/2(b), 42(e), 203-7
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T Medical Care, 1002-3,1004-1
Training by Contractors, 1002-2

TAFTs (Technical Assistance Field Team), Transportation, 1002-2
1003-5 Tuition Rates, 1002-2

TATs (Technical Assistance Team), 1003-S Funding and Financial, 1001-11
TDY/PCS, LOA, 701-6 IMET (International Military Education and
Technical Assistance Agreement, 500-2 Training), 201-1, 502-1, 1001-1
Technical Data (TDP), 500-2 Administration, 1004-1

Authorization for Use, 1401-5 Allocation Levels
Data Sheet, 1401-26 End-of-Year Review, 1001-5
Defined, 1401-3 Baggage, 1001-8
DSAA Requirement, 1401-18 Brooke Amendment, 902-7, 1001-13
Flowback of Information, 1401-5 English Language Training, 1003-1
LOAs, 1401-17 FAA 620(q), 1001-13, 1100-3
Release, 1401-15 Familiarization, 1003-3
Restrictive Markings, 1401-23 Fifth Quarter, 1001-10
Revisioning Services, 1401-22 Foreign Language Training, 1001-3
Sales, 1401-17 Funding, 1001-1, 1001-10
Study, Production Purposes, 1401-18 Intelligence Training, 1001-4

Tech nology Joint Service Training Planning Reviews,
Critical, 500-1 1000-2
Sensitivity, 703-4, 703-20, 703-22 Leave, 1004-3
Transfer, 500-1 Living Allowances 1001-6, 1001-17

Termination, AECA 35, 202-2 MiTs, 1003-3
Termination Liability, 1304-4 Medical Costs, 1001-9

Worksheet, 701-2, 701-24 Mininaum Duration, 1001-3
Terms and Conditions (LOA), 701-17 Notes, LOA, 701-22

Additional, 701-5, 701-28, 701-29 Objectives, 1001-1
Terms and Conditions of Leases, 1200-2 Orders, 1004-1
Terms of Sale, 701-5, 701-21, 1301-5, Orientation Tours, 1001-2, 1003-6

1301-10 Planning, 1000-1
Terrorism, AECA/3(f), FAA/620, 203-1 Programming
Test of English as Foreign Language, Formal Training, 1001-11

1003-2 Formal Training Overseas, 1001-12
Third Party Transfer, AECA, Secs 3(a), 38, Waivers, 1001-4

FAA, 505(a), 600-3, 900-3 Request, Submission Guidance, 1000-3
Title Transfer, 802-6 Selection of Trainees, 1001-4

Aircraft, 802-6 Trainees, Dependents of, 1004-2
Total Package Approach (TPA), 800-2 Transportation for, 1001-5
Trainees, Selection and Utilization of, Training Analysis Codes, 1001-10

1001-4 Transportation, 1001-5
Training Tuition Rates, 1002-2

AIASA Reports, 1000-2 Use of Funds, 1002-2
Analysis Codes, 1001-17 Waivers, 1001-2, 1001-3, 1001-4
at US Civilian Schools, 1001-2 ITO (Invitational Travel Order), 1004-1
Attrition Charges, 1307-8 in Support of FMS Equipment, 1002-1
Budget Year Codes, 1001-10 Informational Program, 1000-3
Cancellation Penalty, 1001-13 Instructional Course Materials, 1004-2
Counterterrorism, 203-1 LOA Notes, 701-22
Cross Service, 1000-3, 1001-12 MASL, 1503-1
Current Year, 1001-13 Military Intelligence, 203-1
Emphasis Areas, 1001-1 Observer, 1003-3
English Comprehension Level (ECL), 1003-1 of Civilians, 1002-2
English Language Training, 1003-1 on-the-job, 1003-3
Exchange Training, 1003-7 Orientation Tours, 1003-6
FMS, 1002-1 Police, 203-1, 1001-3, 1001-4

Financing TLA, 1002-2 Positions of Prominence, 1005-1
Living Allowances, 1002-2 Pricing, 1307-1
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Program Development, 1000-1 US Munitions List, 202-1, 202-6
Prohibitions, 1000-1 US Origin Items
Request Submission, 1000-3 Country Responsibility, 600-2
Requirements Related to Purchase of Major Demilitarization, 600-3

Equipment, 1002-1 Disposal, 600-2
Restrictions on Transfer, 1000-1 SAO Monitoring, 600-2
Specialized Training, 1003-1 USD(A&T), 300-2

FTS, 1003-5 USD(P) (Under Secretary of Defense for
MTrs, 1003-3 Policy), 300-1
TAFTS, 1003-5 Unauthorized Baggage, 1001-9
TATs, 1003-5 Under Secretary of Defense for Policy,

Student Administration, 1004-1 USD(P), 300-1
Support, Other, 1001-12 Unified Command Country/Organization
Training Program Management Review, 1000-2 Code, 600-7

Transfer, AECA/3(a)(2), FAA 505(a), Unified Commands, 300-3
203-1 Uniforms and Personal Clothing, 1004-2

Transfer/Retransfer of Articles Unit Exchange Training and Related
Certification, 600-3 Support, 1003-8
DoS Approval, 600-3 Unit of Issue, 701-21, D-18, D-61
of MAP Funds, 1100-1 Use and Disposal of MAP Materiel, 1101-1
of Training (Restrictions), 1000-1 Utilization of Trainees, 1001-5
Reports to Congress, AECA Sec 3(d), 36(b), 600-4

Translation Services, 600-5 V
Transmittal Letter for Unsigned LOA,

703-25 Violations, AECA/3(c), FAA 50S(d), 203-1

Transportation, 802-5-802-12
Aircraft Movement, LOA, 701-28 W
CCBL 802-9
Canada, 802-9 Waivers (Costs), 1301-2, 1401-12
Charges, 1307-4 Cost Recoupment, 1301-2
Classified Items, 802-9 IMET, Request, 1001-4
Controlled Substances, 802-9 Warranties, 801-7
Cost Look-Up Table, F-I White Phosphorus Munitions, 203-3
Credit Funds, 802-6,902-49 Withdrawal (Materiel) AECA Sec 21(i),
DTS (Defense Transportation System), 802-5, 802-2

802-9, Table 600-1
Documentation, 802-12
Freight Forwarder, 802-5/6, 802-11
Insurance, 802-8
LOA Additional Terms and Conditions, 701-29
Offer and Release, 802-11
Plan for Classified Materiel, 503-9
Returns, 802-11
Shipment Consolidation, 701-10
Special Assignment Airlift Mission (SAAM),

802-10
Title Transfer, 802-6
Tracers, 802-11/12
Waivers, 802-7

Trust Fund, 1303-1, 1304-5
Tuition Rates, FMS Training, 1002-2
Type of Assistance Codes, 701.21, 1301-5,

1301-10
Types of Request (P&A/LOA), 700-1

U

, US Defense Equipment, Foreign
Manufacture %,f, 1401-1
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